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Preface

This evaluation of the Industrial Promotion Project (388-0076) was prepared for
USAID/Bangiadesh by Nathan Associates Inc., under its Macroeconomics Indefinite Quantity
Conwract (1QC) number AEP-5451-1-00-2058-00 with the U.S. Agency for International
Devclopment. The assignment was Delivery Order 16.

Making up the Nathan Associates evaluation team were Dr. Thomas A. Timberg, Mr jobao W.
Varley, and Mr. Mirza Najmul Huda, with Mr. Varley serving as team leader. Most of the field
work in Bangladesh was carried out berween October 2 and November 10, 1994. Follow-on ficld
work in the United States was done in January 1995, This report reflects all cornments and
observations received to date from USAID and Industrial Promotion Project contractors and
grantess.

The evaluation team would like to thank Mr. Richard Brown, Mission Director, and his staif
for their support. The OEE staff—Mr. Stuart Callison, Mr. Najmul Hossain, Mr. Azizur Rahman,
Mr. Naushad Faiz, and Mr. Ross Bigelow, in particular—were very helpful. Special thanks are
also due the many officials of the Government of Bangladesh who cooperated generously with the
evaluators” requests for information and interviews, as did the staff of the various IPP components
and numerous private businessmen and individuals consuited by the team, particularly Mr. Forrest
Cookson of Nathan Associates.

A final acknowiedgement is owed to those in A.LD. whe have made Internet connections
between the United States and Bangladesh a reliable way to communicate. The ability to
excuange documents, as well as messages, made the task of editing and reviewing draft sections
considerably easier to manage. In that respect it was particularly helpful to be working for
"rbigelow{@usaid.gov,” who supported and encourzged using the Internet.




Executive Summary

The Industrai Promotion Proiect (IPP) is a major project designed by USAID/Bangladesh to
encourage development of private sector industry, particularly small industry. The Project Paper
was approved August 8, 1989, and the compietion date was st for September 30, 1996. The
project budget, revised July 1594, is $9.56 million—a combination of $5.56 millicn from
USAID/Bangiadesh and a 34.6 mx%hon commitment in the form of credit guarantees from
A.LD./Washington's Office of Investment, Medium and Small Enterprise Development Program
(MSEDP).

The project goal is "to increase employment, productivity, and competitiveness of private
Sector enterprises in Bangladesh " The subgoal is “to increase local and foreign investiment in the
Bangladesh private sector.”

The Bangladesh economy bas embarked on the difficult transition from state ownership and
control to a private sector, market-driven system. However, the private sector, repressed for
decades, remains underdeveloped. To date the Bangladesh government's (BDG) approack te
policy reform and privatization has been gradual, which tends to prolong the transition period and
limit what can be accomplished during the early stages of liberalization.

IPP focuses on three types of obstacles to development of new private sector business:
repressive policies, limited access to capital by small and medium-sized enterprises (SME), and a
shortage of good technical assistance. IPP’s design incorporated a threefold purpose: (1) to reducc
policy, legal, and regulatory constraints impeding private sector investment and business
expansion, {2) to increase access to private bank credit by SMEs, and (3} to increase business use
of improved technology and business practices.

IPP has funded five different component programs:

« Policy Implementation and Analysis Group (PIAG), a bilateral component with the
Bangladesh Ministry of Industries (MOl) aimed at strengthening the Bangladesh
government’s ability to analyze and monitor the impact of policy reform on industrial
development.

o Szl Industry Credit Insurance Scheme (SICIS), a USAID/Washington-funded
portfolio insurance program offered to private sector commercial banks to encourage them
to lend to SMEs.

» International Executive Service Corps (IESC), a technical assistance program for private
sector businesses using volunteer executives recruited by 1ESC, a U.S.-based private
voluntary organization (PVQ).

« Business Adviscry Services Center (BASC), 2 new nongovernmental organization (NGO)
created and funded by 2 Cooperative Agreement grant under the iPP to help SMEs locate
needed technology and management services.

+ Bangladesh United States Business Council (BUSEC), a U.S. PVO mcerporatcd to
promeote U.S. investment in Bangladesh. IPP was funding 2 continuation of earlier work.




Implementation of {PP suffered from unforeseeable interruptions and unusually long
burcaucratic deiays by the Bangiadesh government. Although the project agreement was signed
with the government in August 1989, the IESC component was not effectively operational until
1992, and the PIAG component began producing most of its reports in 1993. To a degree, tae
delays were fortuitous because they atlowed IPP's impiementation to coincide with 2 major
change in the economic and investment climate created by the government's New Industrial
Policy Act of 1991. :

IPP has occurred during, and has coniributed to, 3 period of major ecoaomic mmprovements in
Bangladesh. Preliminary estimates ndicate that gross domestic product (GDP) grew 4.5 percent m
1994, while inflation fell from 8.9 percent to 2 percent. lndustrial cutput grew almost 10.9 percent
in 19931994, up from 5.9 percent in 1990-1991. Although total investment grew in 1994, the
level remained at 14 percent of GDP, well below the 18 percent level required to accelerate GDP
growth. However, planned investments registered with the Bangladesh Board of Investment (BOY)
surged from $130 million in 1952-1993 to 51.26 billion for July 1993-June 1994.

" ‘Most of IPP’s contribution 1o private sector mndustriai development can be attributed to two
components, IESC and PIAG. Although no compone=: has achieved individual seif-sufficicncy,
the Bangladesh eccnomy will enjoy a sustained level of benefits from private sector investments
and productivity :nprovements that would not have been made without [ESC technical assistance
and enactment of policy reforms advocated by PIAG. IESC has provided more than 1,960 person
days of techoical assistance to 34 private sector enterprises in Bangladesh. PIAG has been an
active advocate of government reforms that are continuing to transform the economy, stimulate
new investment, and create opportunities for private sector firms. An examination of selected
IESC case studies identified more than S3 million in new investments, 1600 jobs, and $5.3 million :
of additional anoual income created by busincsses assisted by cue or more IPP activities. B
Allowing for the multiplier cffects of respending, the additionai $5.3 miilion income generated by [
iPP-assisted private sector firms will create $13 million of additional spending and income
economy-wide in Bangladesh—a strongly positive impact for 2 project that has used less than $4
million of Mission funds since 1989.

Other IPP components were less successful than IESC and PIAG. The BASC component has
made some progress in increasing SME access to technical and management assistance resources,
‘but has not yet made a significant impact on target indicators such as investment, credit access, of
productivity of SMEs. The BUSBC component exded in 1991. It produced some materials
encouraging U.S. investment in Bangladesh, but did not make a material difference in actual
investment.

The SICIS component has been unable to attract participation from private sector banks in
‘Bangladesh. This is due mainly to the underdeveloped state of the financial sector in Bangiadesh,

a major obstacle to industrial development in its own right, which USAID is addressing through a
separate project focused on financial sector reform. Nevertheless, the SICIS component bas had an
indirect and potentially significant impact on improving credit access for SMEs. The Mission’s -‘
promotion of the SICIS program heiped to focus the attention of the Ministry of Finance (MOF)

and the Bangladesh Bank (BB) on the SME credit problem and on how loan guarantee programs
could help. This prompted MOF to undertake its own guarantee-related initiatives to assist SMEs,
including 2 loan guarantee program for the nationalized commercial banks (NCB) and plans to

aliow government-guaranteed bond issues by sclected NGOs such as Grameen Bank. Thisis a

major achievement with potentially significant importance for SMEs; IPP deserves at feast partial
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credit. The Bangladesh government’s initial effoits to create its own loan guarantee program have

pot been successful. which indicates that the government would berefit from technical assistance

in this arca. »
The IESC program, now scheduled to end in December 1995, is worth continuing and '

expanding. It appears that the PIAG unit in MOI, whose USAID funding is scheduled to end 1

September 1995, wili not be continued by the government. USAID should not offer to continue

funding at this time. Similar policy support activities can be restarted when strong government

interest is demonstrated or an appropriate private sector host is identified. The SICIS component

can be continued at little cost, but will not achieve the impact desired in the area of SME

financing. Alternative designs have to be developed. and technical assistance to the government i

implementing its guarantee schemes is a promising place to start. The BASC compouent is not

having the intended impact on SMEs and will need carefu! monitoring. Resuits to date indicate

that BASC will have trouble achieving its target outputs and even more trouble achieving

financial sustainability. The BUSBC component was completed in 1991, and should not be

reactivated.,
The remainder of this summary contains the major findings, conclusions, and

recomumendations emerging from this evaiuation. Additional recommendations specific to each of

the five IPP components appear in Chapters 2 through 6.

FINDINGS

Since 1989, IPP has funded five separate component programs—PIAG, SICIS, IESC, BASC, and
BUSBC—all designed to promote private sector industrial development in general and
development of smail and medium-sized industrial enterprises in particular,

Implementation of all components except BUSEL suffered from unforeseeable interruptions
and unusually long bureaucratic delays. Although the Project Agreement was signed in August
1989, not more than four assignments were completed under the IESC componeni until 1992.
PIAG did not have a resident chief technical adviser until 1993. Causes for the delays included
domestic political turmoil and the election and installation of a new government, as well as the
1991 cyclone and the Guif War. However, the IPP also encountered more bureaucratic problems
with the Bangladesh government than did other USAID projects implemented at about the same
time. In one respect, the delays were fortuitous. In 1991, the newly elected Bangladesh
government announced its New Industriai Policy, launching a wave of reforms to encourage
private sector investment and development.

By 1993 the PIAG and IESC components were fully operational. BASC, which operated as 2
program within the Micro Industries Development Assistance Society (MIDAS) from 1991 to
1993, established a separate legal identity in October 1993 and signed 2 new Cooperative
Agreement in its own pame in September 1994. The BUSBC component was completed in 1991.
SICIS was explained and offered to private sector banks in Bangladesh in 1990 and again in 1993
- and 1994, but no banks have yet appiied for the program.

Managers of the PIAG, IESC, and BASC components communicate with each other and have

- supported each other’s activities on occasion. IESC provided the technical assistance of a

~ volunteer executive to BASC. BASC belped organize workshops for PIAG and SICIS. For the
most part, however, the components plan and implement their activities separately.
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Project Overview

Diespite delays. PP has helped to promote the development of private sector ndustry and to
increase local and forcign investment in the Bangladesh private sector.

Microeconemic Impact

At the microeconomic level, 2 sample of case studies camried out by the evaluation team indicates
that technical assistance from IESC volunteers, in combination with goverament policy reforms
advocated by PIAG, have contributed to new ipvestment and increased employment that would
ot have occurred otherwise, The evaluators learned of $3 million in new investments, more than
1,600 jobs,' aad $5.3 miliion i additional wages and profits that private businesses attribute to
IESC assistance or tariff reforms, or both. Taking into account the multiplier effects of

~ respending, the uitimate impact approaches $13 million of additional value added annually,
cnough income to support 25,000 jobs in the Bangladest economy.

Macroeconomic impact
In gencral, the dynamics of private sector investment are too complex, and the scale of IPP is too
small. to allow measurement of IPP’s impact using macroeconomic formulas. As noted earlier, -
‘however. macroeconomic indicators have improved, especiaily during 1994, when industrial
output grew 10.9 percent, and the value of planned investments registered with the BO! rose
tenfold to $1.26 billion. -
From 1992 to 1994 the market capitalization of secusities listed on the Dhaka Stock Exchange
" increased from $330 million to $380 miliion, aided in part by investment ffom offshore mutual
funds interested in Bangladesh as an emerging market. Estimates of the amount of foreign funds.
involved range from $50 to $200 million dollars. :

Outiook for Continued Reform

Despite progress to date, there have been indications that the pace of reform is slowing and that
the government’s commitment may be waning. In summer 1994 the Asian Development Bank
cancelled a $62.5 million credit facility tied to privatization of state-owned enterprises (SOE) in -
Bangladesh because of lack of progress and interest on the part of the government. in December
1994 the World Bacok cancelied the remaining portion (850 million) of its Industrial Sector -
Adjustment Credit project {ISAC-2) because of disappointing progress to date and disagreements .
with Bangladesh government over an acceptable pace for future reforms. ' :

Policy implementation and Analysis Group

' The PIAG uni: is operating in affiliation with MOL The Mission-funded contracter for PIAG, the. -
interAmerica Management Consulting Corporation (IMCC), operates an office nearby but notin -
the same building as the MOlI-designated project director and staff. The MOI project director and

staff report thai they have 2 full load of ministerial duties to attend to in addition to working with .
PIAG.

'Of these, approximaiely 1,100 jobs will be filied by women working in the garment and foorwear industry.




The first MCC/PIAG staff, two respected Bangladeshi professionals and reform advocates,
began work in August 1992. The resident chief technical adviset (CTA) arrived in 1993. The first
PIAG policy papers were circulated for comments in early spring 1993. Since then PIAG has
produced eight major policy reports, several shorter papers and memoranda on policy issues, and
the first issue of a quarteriy review of policy reform issues. PIAG bas also organized three major
policy issue workshops and a number of Key Person Forums.

Leaders from government, the private sector, and the international donor community know
about PIAG, respect its professional staff, and have a high regard for its work. In public forums,
media articles, and printed policy papers PIAG has advocated implementation of pelicy reforms
that have contributed to a dramatic increase in local and foreign investment planned for the
Bangladesh private sector. In 1994, $818 million of new projects were registered with the BOI,
more than triple the amount registered in the preceding 3 years.

MOI has been helpful as a platform. Semior officials have embraced PIAG reform efforts and
helped to champion them in public forums and in face-to-face meetings with other branches of
government responsible for implementing reforms. PIAG documents have been circulated in draft

_ with a cover page listing PIAG as a unit within MOL No PIAG document has yet been circulated
. under a signed MOI cover letter endorsing the recommendations.

MOI staff assigned to PIAG have not participated in or contributed significantly to tbe
analyses and reports PIAG has produced. MO! and BDG have not made the administrative
decisicns necessary to make PIAG a permanent unit within MOL

Responsibility for SOEs and industrial policy is spread throughout the government. SOEs are
managed by three ministries (Industries, Jute, and Textiles). In addition, the Board of Investment,
the Privatization Board. the Ministry of Planning, the Bangladesh Tariff Commission, the Customs
Service, the Bangladesh Bank, and the Board of Inland Revenue ali have power fo affect
industrial development.

In addition to PIAG, there are several high-profile private sector groups, such as the Federated
Chamber of Commerce and lndustry, that are interested in promoting investment and reforming
policy.

PIAG advocates and monitors progress on reforms using a policy reform matrix that is very
similar to the agende included in the ISAC-2 agreement between the World Bank and the
Bangladesh government. World Bank staff have professed interest in and a high regard for
PIAG’s work, but have not cooperated in sharing data or otherwise assisting in PIAG’s research
efforts. When the World Bank cancelled the ISAC-2 agreement with the Bangiadesh government

in December 1994, it did so without consulting USAID or PIAG beforehand or notifying them
afterwards.

Smal! industry Credit Insurance Scheme

No private sector bank has applied to the SICIS program, and those banks strong enough to
qualify have not expressed much interest. The SICIS program is not open to the nationalized
commercial banks {NCB) of Bangladesh’s public sector.

“There are 16 private sector commerciai banks and 2 financial leasing companies operating in
Bangladesh. The banks include 4 branches of international banks and 12 local private sector
backs. The financial sector system in Bangladesh is in the midst of a2 difficult reform and
- transition process. Only about one-half of the local private sector banks are financially strong
enough to qualify for SICIS.




Some promotion of USAID's Loan Portfolio Guarantee program in Bangladesh occurred as
carly as 1990. In 1993 a seminar explaining the program was well attended by leaders and
officers from the banking and business community. An officer from A.1l.D./Washiagton, Private
Enterprise Office of Investment, returned to visit potential applicants in 1994. Also in 1994,
training workshops in financial management were held for businessmen and bankers who
expressea nterest in the SiCIS program.

One bank that could qualify, the Bangladesh branch of ANZ Grindlays, requested permission
to apply for SICIS guarantees from its regional headquarters in the summer of 1994. As of
January 1995, permission had not been granted. ANZ Grindlays/Bangladesh had planned to apply
for coverage of a portfolio of approximately $1 million, counsisting of 6 or 7 loans in the $150,000
range.

Two new fnancial leasing institutions did apply to the program in 1990. However, they were
not accepted because they were too small and lacked the required 3 years of audited fioancial
statements.

The Bangladesh Ministry of Finance instituted a loan guarantee program of its own n
December 1993. As of October 1994, this program had not generated more than a dozen
guaranteed loans.

international Executive Service Corps

By the end of 1994 the IESC program had fielded 34 yolunteer executives (VE) who bave
provided more than 1960 person days of technicai assistance to Bangladesh private sector
enterprises. Most enterprises report (1) strong satisfaction with assistance received and (2) positive
improvements in productivity as a result of implementing recommendations made by VEs.

Most volunteers have been assigned to enterprises in the medium-scale range by USAID

standards. Small enterprises have been helped indirectly through assistance given to NGOs that
work with SMEs.

Business Advisory Service Center

BASC has established itself legaily, developed a business plan, and hired professional staff. It 1s
operating an office, reference room, and training facility in a converted residence in the
Dhanmondi section of Dhaka.

Between 1991 and 1994 BASC (1) provided training to 787 peopie (including 15! women)
from 243 organizations; (2) carried out 11 consulting assignments, including 4 to start-up
enterprises; and (3) sponsored 38 training evenis, including seminars, forums, aud a catalog
exhibition.

Other findings may be summarized as follows:

«  In 1993-1994 BASC eamned about Tk 765,000 ($19,000) in fees from consulting work (49
percent) and training (51 percent). This was more than double the income earned in the 2
previous years combined, but still accounted for less thar 8 percent of BASC’s annual
operating costs of Tk 16.6 million (5265,000) in 1993-1994. _

« BASC’s refercnce library contains 588 publications, almost all of which are in English; 42
are in Bengali.

« Training at BASC is conducted in both Bengali and English. Participants report high
satisfaction with the training courses and plan to attend more sessions. BASC was not able




to Teport to the evaluators on improvements in productivity by businesses that have
received trainmg. :

« Some chambers of comMImERCe and industry (CC1), as well as some private sector
institutions, offer training similar to that offered by BASC.

. BASC has done very litile brokering business, that is, matching a client with @ provider of
technology or management services. BASC does use non-BASC persennel for training and
consulting work by contracting short-term experts and paying them directly.

» BASC professionais are not typically assigned new business o lucome generation targeis.

. While BASC was under MIDAS® stewardship, progress toward establishing BASCasa
sepa. ate functional entity was very slow.

+ BASC is currently the largest {PP component in terms of budget, accounting for $2.3%
mitlion of USAID/Bangladesh’s $5.56 million budget for IPP.

Bangiadesh United States Business Council
Key findings for BUSBC included the following:

. iPP funding for BUSBC. 2 PVO incorporated in Virginia, began in 1989 and ended in
1991. BUSBC continued to operate for a while longer with $100,000 of BDG funding
received in 1990.

« In 1996 BUSBC had between 26 and 33 dues-paying members. Annual income from dues
and fees was about 56,000, which covered less than 10 percent of its average annual
operating expenses, excluding programs and events.

. BUSBC’s executive director is Dot aware of any US. enterprise that went on to invest in
Bangladesh after using BUSBC’s services, but ke named four projects be believed may
eventually make a significant investment in Bangladesh.

. BUSBC produced some promotional publications, a short video, and brief investment
opportunity studies that were provided to interested inquirers.

. BUSBC organized two short ipvestment missions consisting of Bangladeshi government
officials and private sector business representatives traveling to the United States in search
of investment and trade opportunities. BUSBC organized no missions for U.S. businesses
to visit Bangiadesh.

. Since leaving BUSBC, the former executive director has played key roles in (1) advising
the Bangladesh Board of Investment on restructuring its operations and (2) advising
Occidental Petroleum in its successful efforts to obtain concessions int Bangladesh.

CONCLUSIONS

IPP is a complex project with multiple components. This complexity, along with the project’s
confused, delay-ridden implementation bistory, make generalized conclusions difficult.

Project Overview

PP has focused on its three-part purpose of reducing policy, technological, and credit constraints
on private sector industrial investment, and progress has been made by two of the project’s five
components. PIAG has contributed marginally to reducing policy constraints; {ESC has
contributed to removing technological constraints faced by individual private enterprises. The
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SICIS component has bad no direct impact, but the Mission's efforts to faunch SICIS did play 2
key role in stimulating government efforts to reduce credit constraints on SMEs.

Techaical assistance from the IESC programs, combined with the government’s tariff reforms,
have contributed to increasing annusi income in Bangladesh by an estimated $13 miilicn,
encouraging at least $3 million of new investment and the creation of more than 1.600 jobs. The
sczle of this impact is the resclt of the quality of PP inputs and of good timing. PIAG advocacy
and [ESC assistance occurred in the wake of significant government reforms that created
opportunities for new privaie sector development.

Even greater impact was expected from IPP, especially under thie SICIS component. The
gvaluation tearm believes the shortfail in IPP’s achievements can be explained mainly by (1} lack
of support from the new government, (2) USAID’s inability tc respond and adjust ¢ the changes
in the government's level of interest and support. (3) Bangiadesh’s underdeveloped financial
secter. (4) uncontroliable factors lik= the Gulf War, (5) the problems of a transitional economy.
aind (6) the project’s ambitious pursuit of a dual agenda: industrial sector reform and assistance to
SMEs.

Foilowing the change of government in 1991, the new government, including MOI, was not
strongly supportive of IPP. It is difficult to judge if the Mission could bave been more effective in
managing the IPP’s relations with the new government. In retrospect, it appears that the Mission
could have showed cither more flexibility or more forcefulness in its dealings with the new
government. The Mission was unable io ideatify sir>ng sponsors for IPP within the new
government who could bave helped expedite implementetion. The Mission considered radically
redesigning the project, particularly the bilateral PLAG component, but was unable to interest the
new government in joining this effort.

Govermnment support might have been stronger had IPP technical assistance been more closeiy
tied to (i.e., a condition of} the ISAC-2 credit, a design arrangement that appears to have helped
the 'mplementation of the Financial Sector Retorm Project (FSRP).

Sustainzbility
Noge of the IPP components can be copsidered self-sustaining. The government has not decided
to incorporate PIAG into MOI has a peninanent unit. It is improbable that BASC will ackieve seif-

sustainability while striving to serve mainly SMESs that are unable to pay the fuil commercial price
for technical assistance.

integrstion and Focus

For the most part, the components of IPP operate separately, reinforcing each other only
occasionally. Given the diverse purposes served, however, the components are integrated as much
as can be reasonably expected. In addition to its announced purpose of removing obstacies to
deveiopment of private industry, the IPP also focused on assisting SMEs. SMEs do suffer from
obstacles that affect all industry as weil as their own special problems. However, for some IPP
components the attempt to attack both sets of problems with the same project resources was not
practical. SME limits made SICIS less attractive to banks. IESC, PIAG, and BUSBC were not

able to devote much time or resources to SME needs. BASC was particularly confused about what
clientzle 1t should serve.




Laverage for Policy Heform

Bangladesh is a transizion economy. The entire industrial sector needs restructuring, yet
responsibility even for the public sector industries is fragmented. and there is no sirong institution
within the BDG that can serve as a directorate ot leverage point for a restructuring program. IPP’s
ability to bave a macroeconomic impact requires parallel progress in other areas, not addressed by
PP, such as privatization, frade, legal and regulatory systems, infrastructure, labor force
development, even civil service reform. Projects such as IPP that strive for macroeconomic
impacts should be part of a larger sector adjustment strategy embraced by the goverament. This
was only partially the case for the IPP. IPP shared an agenda with the BDG's New Industrial
Policy and the Worid Bank’s ISAC-2, but operated more in parallel than in & coordinated way
with these other efforts.

Policy implementation and Analysis Group

PIAG has made positive contributicns to the policy reform debate and the building of consensus
in Bangladesh, and should be credited with helping to achicve policy reforms that have
encouraged new investment and private sector development. The benefits of these reforms will be
more apparent as the surge in planned investments leads to an increase in actual investments in
the next few years. Encouraged by the new atmosphere and opportunities, private investors have
made plans but will proceed cautiously with actual investments, and may even retreat if the
liberalization process begins to stall.

Aithough senior MOI officials have cooperated with PIAG and used the MOI as a platform
for reform advocacy, MOl will not be able to continue the PIAG unit afier USAID funding for the
unit ends. Regardless of PIAG's fate, there is still a need for policy reform research and advocacy
in Bangladesh. Understanding of the process and benefits of private sector ied development is not
widespread. Many government leaders remain unconvinced that the transition will produce more
benefits than political problems. There remains a strong need for public debate and consensus
building.

From the perspective of the private sector, there is also a need for an ombudsman service that
wiil monitor implementation of reforms.

Cancellation of the World Bank’s ISAC-2 Credit agreement with BDG is one indicator of the
continuing need for policy reform assistance in Bangladesh. The loss of ISAC-2 will complicate
PIAG’s policy reform agenda. Without 'he leverage and support of adjustment credits from the
World Bank, progress toward policy reform will be harder to achieve. In this peried of diminished
consultation between the World Bank and the Bangladesh government, PIAG may be able to play
a mediating role or at least help the government to continue those policy referms to which it is
comumnitted.

Small industry Cradit insurance Scheme

SICIS wiil not be widely used in Bangladesh and wiil not mzake a significant direct contribution to
easing credit constraints on industriai investment.

Even if private sector banks apply for the SICIS program, they are unlikely to use it to offer
small business loans in the $1,250 to $5,000 range. The few private financial institutions
interested aim to make loans in the $75,000 to $150,000 range.
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The SICIS program did not directly improve SME access to commercial credit. However,
promotion of the SICIS program did encourage the Ministry of Finance and Bangladesh Bank
(BB) to focus on the problem and on how guarantee programs might solve it. This prompted
MOF to undertake some of its own guarantee-related initiatives to assist SMEs, including its own
lcan guarantee program and a plan to allow government-guaranteed bond issues by NGOs such as
Grameen Bank. [PP deserves at least partial credit for this achievement. even if the result was
indirect and unexpected.

International Executive Service Corps

The IESC program is working well in Bangladesh because of good administration and because
government policy reforms are creating new opportunities for private sector firms. Now and in the
near future, the Mission can expect IESC technical assistance to make very positive contributions

to helping private industry and to accomplishing its strategic objectives in the area of susteinable
development and job creation.

Business Advisory Services Center
MIDAS acted so siowly in helping to launch BASC that, aside from training, BASC's substantive
work started only in Aprl 1993.

BASC has made only a rargina! contribution to the logframe output of "increased business
use of improved technology and management practices.” The evaluators are unaware of any
BASC efforts that have led to increased loca! or forcign investment in the Bangladesh private
sector other than the investment clients make in attending training or purchasing consulting
services through or from BASC.

BASC is not currently self-sustainable, and its prospects for becoming scif-sustaining are not
good. BASC’s 19931994 costs were about 14 times larger than its income, ¢ven though income
doubled in that year. BASC will have to continue te doubie its income each year for the next 4
years to reach viability.

The market for BASC"s services as a technology consultant or broker has oot been clearly
defined. The strong demand predicted by the 1989 sample survey that prompted creation of the
BASC component has not matenialized.

By accepting consulting and training assignments from fee-paying clients, BASC is competing
with private sector eaterprises that offer similar consulting and training services.

As it now functions, BASC is not reaching enough SMEs to fulfill its targets under the
Cooperative Agreement (CA). BASC must reach more SMEs without allowing its costs to rise
appreciably; to do this, it must increase the effectiveness of its existing staff. BASC can use the
period of the CA to determine if there is a long-term viable market and scale of operatious that
would be feasible in the absence of its grant funds. If the answer is negative, BASC has to be
willing to cease operations at the end of its CA grant.

Bangiladesh United States Business Council

BUSBC was unsustainable. It never operated in a manner that could be sustained financially by

private sector membership. Although its operating costs far exceeded it dues income, the benefits
it produced for its membership were negligibie.
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RECOMMENDATIONS

The IESC program merits continuation and expansion. The other components all need significant
redesign if USAID and host country resources are to be more effective.

Policy Implementation and Analysis Group

The Mission shouid temporarily halt its efforts to strengthes the government's capacity for
industrial policy znalysis and reform while the government, the Mission, and other major donors
consider their next steps. The Mission sbould make clear to the government that it wili resume
assistance when wholehearted support for reforms and interest in outside assistance are again
evident.

In the remaining moaths PIAG shouid carrow its focus to advocating a few reforms and
concentrate on tracking implementation of major reforms already announced. PIAG should
develop estimates of the beneficial impact of reforms on the economy. The IMCC contracter
should leave MO! with plans for continuing 2 policy unit and for strengthening MOT's
administrative capability. When the current contract with IMCC ends. the Mission should
discontinue funding of the PIAG unit as a policy group within the MOL

Several private sector organizations arc emerging as respected stakcholders and advocates of
private sector development. In the remaining months IMCC should advise the Mission on the
possibility of transferring some of PIAG’s activities to an established private sector organization
{e.g., a CCI) that is 2ble and willing to organize itself t¢ serve an SME constituency.

Small industry Credit insurance Scheinie

The Mission should try to build upon BDG's and Bangladesh Bank’s receptivity to the concept of
guarantee programs by offering technical assistance in their design and operation. BB’s own loan
guarantec program (LPG) suffers from pot having incorporated seme of the better features of the
USAID program. A program is needed to help the government design and operate guarantee
schemes properly and prudentiy.

Assistance may aiso be needed by poteatial bond issuers such as Grameen Bank and the
Bangladesh Rural Assistance Committee (BRAC). These institutions nesd to learn how to plan,

_time, and price issues; set up and manage sinking funds: and manage the large microcredit

programs that the bonds will finance. A successful flotation and microcredit program will
contribute significantly to the Mission’s strategic goals and objectives.

international Executive Service Corps
This program should be extended and expanded. The Mission and IESC should accept the reality
that for the next several years, the program will be used mostly by medium or even somewhat

largescale businesses whoese success will serve the Mission’s strategic objectives by creating jobs
and income.

In order to reach smaller businesses, IESC should experiment with the design of its
assignments by, for example,

« Working with its larger clients on a program to develop local SMEs into manufacturers of
inputs that the larger clients will purchase;

« Working through NGOs that assist small and wormap-owned enterprises, such as Kumudini
Welfare Trust, which IESC bas already assisted;
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= Using CCls or NGOs such as BASC or MIDAS to organize smaller enterprises in groups
or batches that can apply collectively for IESC assismnce.

The IESC country director should also improve IESC evaluations and reporting to the Mission
+o include more information on economic impact, in particular changes in mvestment.
employment, and carnings that are partially the result of VE assistance.

Business Advisory Services Center

The Liission should continue to advise BASC that USAID funding wiil cease at the end of the
current Cooperative Agreement in 1996. BASC has to give first priority to serving SMEs and
achieving the targets set forth in its Cooperative Agreement. BASC should sot engage in
consulting services for clients capable of paying market prices.

BASC must begin providing USAID with reguiar impact assessments in 2 format that
responds to USAID's requirements. At a minimum. BASC needs to report on changes in
investment, employment (with specifics on women). and sales or carnings at client enterprises
receiving assistance from BASC, particularly when such changes are partly related to BASC’s
assistance.

BASC should undertake a sample survey of what SMEs actually spend on outside consulting
services. and the kind of service they purchase.

BASC should assign each member of its professional staff specific respouosibility for
contacting potential SME clients and selling BASC’s scrvices.

BASC should offer to assist IESC in reaching small-scale entrepreneurs. perhaps by
organizing a group of similar enterprises to be served by one volunteer executive working for a
few days with each enterprise.

If BASC cannot generate enough interest among SMEs for its technology brokerage services,
it should spend tts resources o6 training, charging rates roughly equivalent 10 those charged by
other providers of busioess training services. Both BASC and the Mission should seriously
consider the benefits to SMEs of providing basic business texis and materials in Bengali rather
than in English.

The Mission should consider using BASC tc administer 2 program that partially subsidizes
private scctor providers of technical assistance to SMEs. BASC could be authorized to pay part of
she training costs of any SME unabie to pay the full costs of training provided by 2 private sector
firm ot & CC1. This would immediately make the private sector firms and the CCIs more
interested in atractng SMEs to their programs.

Bangladesh United States Business Council

No effort shouid be made to restart BUSBC. lIts publications and videotapes aic now out of date
and are not worth relocating to another entity.
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1. Overview of the Industrial Promotion Project

BACKGROUND

The original goa! of the Industrial Promotion Project (IPP), as stated in the Project Paper, was to
“increase empioyment in Bangladesk by increasing the number and size of firms in the private
sector.” Three types of obstacles to development of new business were identified: repressive
policies, limited access 1o capital, and a shortage of good technical assistance. The design of IPP
therefore incorporated a threefold purpose: (1) to reduce policy, legal, and regulatory constraints
impeding private sector investment and business expansion: (2) to increase access to private bank
credit by small and medium-sized eaterprises (SME); and (3) to increase business use of improved
technology and business practices.

The Project Grant Agreement for IPP (approved August 8, 1989) included a total foreign-
exchange funding of roughiy $13.5 million dollars, in addition to 34 million dollars of loan
guarantees provided by the A.L.D./Washingtor Office of Investment. The compietion date was set
for September 30, 1996. impiementation was interrupted and delayed by political turmoil, the
clection and installation of 2 new government, the April 1991 cyclone, and the 1991-1992 Galf
War, during which key A.LD. staff for iPP were evacuated from Bangladesh.

Ap Action Memorandum of July 21, 1994, made minor changes in the IPP. The current design
is essentially the same as the original. Eliminating Phase 2 of the Small Industry Credit Insurance
Scheme (SICIS) reduced life-of-project grant funding to $5.6 million. A revised project
implementation plan. logframe, and project authorization amendment were prepared. The project
goal was restated (“to increase employment, productivity, and competitiveness of private sector
enterprises in Bangladesh”), a subgoal was added ("to increase local and foreign investment in the
Bangladesh private sector”). and the original purpose was restated ("to reduce policy,
technological and credit constraints to private sector investment”). The project outputs and
elements remained the same except for a reduction in the outputs expected from SICIS.

The IPP is a major A.LD. project with five components:

» Policy Implementation and Analysis Group (PIAG), a bilateral component implemented
in coliaboration with the Ministry of Industries (MOI). The purpose of this component is
to strengthen MOI's capacity to conduct policy and other analyses in support of
deregulation and reform. It is funded for $1.65 million and is fully operational. The

contractor, interAmerican Management Consuiting Corp {IMCC), recently signed a no-cost
extension with A.L.D. untl August 15, 1995.

« Small Industry Credit Insurance Scheme (SICIS), a loan portfolio guarantee program
aimed at increasing the access of SMEs to comumercial bank credit facilities. This
component is ot funded by Mission resources, but provides up to 54 million in loan
guarantees from the A.L.D./Washington Office of Investment, Micro and Small Eaterprise
Development Program (MSEDP). No private commercial banks have applied for
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guaranices, and currently this component is not active. The Mission has rescinded a
second phase for this component.

« International Executive Service Corps (IESC). Under a Cooperative Agresment providing
$930.000 in funding, this U.5.-based private voluntary organization {PVO) has established
an office in Bangladesh (headed by a Bangladesh country director) and has ficlded 34
volunteer executives who bave provided 1.960 days of techrical assistance to Bangladesh
private enterprises.

» Business Advisory Services Center (BASC), a newly created nongovernmenta!
organization {NGO) that has oaly recently established itseif as an entity separate from
MiDAS. At 52.39 million, BASC accounts for 43 percent of the Mission’s resources
budgeted for the IPP. Although struggling with market and sustainability problems, BASC
has provided 38 raining events to an esimated 787 persous representing 243
organizations.

»  Bangladesh—U.S. Business Council (BUSBC). A.LD. funding of $144.000 for this United
States—based PVO was fully expended in 1991, and it is no longer operational. BUSBC
produced some promotional materials encouraging U.S. investment in Bangladesh, and

organized two Bangladesh investment missions to the United States. Nevertheless, it did
not manage to achieve self-sustainability.

Evaluation Mission

This report is the first evaluation of the fndustrial Promotion Project (IPP}. The purposes of the
cvaluation are to {1) assess project progress to date, (2} belp A.LD,, the USAID/Bangtadesh
Mission, and other project stakeholders identify short- and medium-term ways to improve project
performance, and (3) suggest future directions for private sector development in which the
Mission might invest.

PP ACCOMPLISHMENTS AND IMPACT

The PIAG, IESC, and BASC components of the IPP are now operational. BUSBC is completed.
SICIS has stiil pot attracted private sector bank participation. The IESC and PIAG components are
meeting their principal IPP logframe objectives and contributing to the Mission’s strategic
objectives. The revised logframe for IPP specifies success indicators as

1. Increased value added of industrial cutput,

2. Increased industrial private sector employment,

3. Increased private investment as a percentage of gross domestic product (GDP), and

4. Improvement in the Private Sector Index, since renamed the Industrial Policy Index (EPT).

The IPP has had a positive effect on all four indicators at the firm ievel. The evaluators
studied a sample of about a dozen private sector businesses helped by IESC. Most businesses
reported a positive impact from IESC assistance and some reported benefitting from the
combination of IESC assistance and tariff or other reforms impiemented by the government (and
advocated by PIAG). A simple aggregation of reported results indicates that IPP programs have
contributed to the creation of more than 1,600 private sector jobs {more than 1,000 for women), at
jeast $3 million in new investment, and $5.4 million in value added annually by affected private
secior enterpriscs. A rough estirnate of total impact, including multiplier effects, is that IPP has
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helped privaie sector businesses 2dd approximately S13 million in income annually to the

Bangladesh economy. enough o support 25.000 jobs per year in Bangladesh.

Achievements 2t the firm levei are cousiderable in relation to the $5.6 million of resources
budgeted by A.LD.. of which less than 33.0 million has been spent to date. These achievements
are not large enough to register in the macroeconomic indicators related to Bangladesh’s annual
GDP of $26 billion: however, in calendar year 1994, macroeconomic indicators for Bangladesh
did improve significantly as a result of reforms begun with the New Industnal Policy of 1951 and
strongly supported by Mission efforts, especially those of PIAG.

Prcliminary estimates indicate that GDP grew 4.5 percent in 1994, while inflation fell from 8.9
to 2 percent for the same period. Industrial output. in particular, grew almost 10.9 percent in
19931994, up from 5.9 percent in 1990-1991 (see Table 1-1). Actual mvestments for 1994 grew
but remained at 14 percent of GDP, well below the 18 pereent required for faster growth of GDP.
The number of planned investments registered with the Board of Investrent (BOI} surged from
$130 million in 1992-1993 to $1.26 bitlion in July 1993-June 1994."

Tabte 1-1. Bangladesh National incoms and investment Data
1968 1989 1990~ 1991~ 1992~ 1983-

Economic Senes 1982 1990 1891 1362 1883 194
GDP (current prices in USS billions) 182 203 24 240 57 269
tavestment (percantage of GDP) 129 128 115 121 13.3 14.3

Private Investment (percentage of GDP} 60 64 58 66 73 m
Public investiment (percantage of GOP) 64 64 57 55 482 ma
GDP (19841385 prices in USS bilions) 124 129 120 134 140 144
GOP Growth Rate (percent) 28 22 66 34 42 45

Crroes: 10861992 dats from Wixld Bank, Bangladesh: From S:abilization to Growth, Report No. 12724-
B0 (March 17, 1934} 19931994 data from Metropofitan Chamber of Commerce and industry (MGG,
Chamber News, October 1984,

The market capitalization of securities listed on the Dhaka Stock Exchange increased from
$330 miliion in 1992 to more than $880 million in 1994, aided in part by investment funds from
offshore mutual funds interested in Bangladesh as an emerging market. Estimates of the amount
of foreign funds involved range from 850 to $200 million.

 These achievements would pot have been possible without the policy reforms implemented by
the Bangladesh government, particularly in the area of currency convertibility and removai of
restrictions on investment. Since 1993 PIAG has played a strong role by supporting, advocating,
and monitoring the implementation of these and other reforms. PIAG’s advocacy alsc had the
good fortune to coincide with a significant commitment to reform from the government clected in
1991 and the leverage of the second World Baak Industrial Structural Adjustment Credit (ISAC-
2). The dramatic tmprovements in the Bangladesh economy seen in 1994 did not occur in
response to a single reform, the efforts of a single advocate like PIAG, or a singie project like

Reuters News Service, January 23, 1995, supported by published reports of "Foreign Investment Proposals
Registered with the BOI” in various issues of Chamber News. published by the Metropolitan Chamber of
Commerce and Industsy (MCCI).
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iPP. Credit must be shared by a long list of reform advocates and efforts, including eartier ALD.
projects. Most reform leaders agree. however. that PIAG and the IPP bave contributed at a critical
juncture to keeping attention focused on the necd for reform and building covsensus for reform
through public dizlog.

MONITORING AND EVALUATION ISSUES

The IPP's five components have required more monitoring and supervision from the Mission than
anticipated. The Mission has had to become heavily invoived in assisting with administrative and
start-up issues. cven for the aonbilateral components, whick gevertbeless required government
cooperation and permission for such items as duty-free import of vehicles and computer
equipment. There was 2 major change in government after the (PP project agreement was signed,
and initially cooperation from the new goveroment for implementing PP was aot ferthcorming.
implementation of various components was delayed, and the Mission was unprepared to respond
1o the dilemma. Negotiation and pursuit of govemment cooperation required more staff and effort
than the Mission had anticipated. Monitoring of the BASC component also required extra attention
from the Missioa because MIDAS did not promptly perform its assigned role of helping to jaunch
BASC as an independent entity. Because logistical and administrative issues commanded the
agenda and resources of the Mission, NGOs, contractors, and the government, less attention was
paid to substantive isSues.

The Mission increased staff and efforts in 1993, and by 1994 most implementation problems
had been resolved. A Mission Project Review Commiitee (PRC) also completed 2 review of IPP
in 1994, and the pecessary adjustments were made in implementation schedules and budgets.

BUSBC is no longer operational, and moaitoring of the IESC, BASC, and PIAG componeats
is adequate. Special monitoring indexes such as the Industrial Policy Index and the Business
Efficiency Index should have been better defined earlier in the IPP project, but conceptual
agreement of outputs and targets was in place even if the simple tools for measuring progress had
not been completely elaborated.

In monitoring PIAG during its remaming months, particular attention must be paid to
assessing the potential for continuing some of PIAG’s activities within a private sector institution
if. as appears likely, MOI and the Bangladesh government do not support continuation of PIAG as
2 unit within MOL BASC will continue to aeed close monitoring as it struggles to find a formula
that will allow it to perform its Cooperative Agreement services to SMEs and make significant
progress toward self-sustainability.

Evaluation efforts need to be improved for al! active components of the IPP, and the
Mission’s monitoring effort will be needed to achieve improvement. PP managers of individual
components have pot been evaluating the impact of their programs on target variables identified in
the logframe. They should begin to do so. Evaluation cannot be left entirely to outside evaluation
teams. Effectively managed projects should perform regular seif-evaluations. '

Shortiails in Ingicaters and End-of-Project Status

The only logframe outputs unlikely to be achieved before the scheduled completion date are those
associated with the SICIS component and the establishment of a PIAG-type uait by the
Bangladesh government. Both of these outputs required significant investment by other parties,
and it appears that those investments will zot be made. Certain of the PIAG component’s benefits
could be coatinued if & prvate sector organization is willing to assume PIAG’s role of monitoring
reform implementation, sponsoring dialogue between the private and the public sectors, and acting
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-as an advocate for reform. Some of the chamibsers of commerce and industry (CCl) are already
performing the iatter two roles occasionally.

The evaluation team recommends against 2 major effort to establish a permanent policy unit in
MOIL. There are better alternatives available. The contractor should feave a plan for establishing a
policy analysis unit within MOI, as well as guidelines MOI can use to improve its performance as
manager of state-owned enterprises (SOE) with & view toward privatization. MOI personnet
assigned to PIAG have learned a considerabie amount about how to use outside consuitants from
working with the PIAG contractor.

The SICIS program will not achieve the cptimistic target ou'puts set in the logframe by the
scheduled completion date. These outputs include

» Increase of 25 percent in the amiount of credit extended by banks to SMEs,

« lncrease of 25 percent in the number of businesses receiving credit for the first time,
s Increase of 25 percent in pew business starts,

= Program makes 1009 loans to SMEs using guarantees, and

+  Small loans (31,250 to 35,000) make up 25 percent of total loans

A new approach wiii be required. The evaluators suggest making an effort to work with the
Bangladesh Bark on its loan guzrantee program and its program to allow Grameen Bank and the
Bangladesh Rural Assistance Committee (BRAC) to issue government-guaranteed bonds. The
financial sector in Bangladesh still needs considerable techmical assistance in the overall area of
evaluating risk and creditworthiness. Technical assistance in this area is likely to help worthy
SMEs obain financing and to help strengtben the financial sector.

BASC Outputs

Although it is budgeted to receive the fargest share of IPP resources, BASC does not appear to be
producing the bulk of IPF’s economic benefits. BASC has to re-engineer itself to reach 14 times
more SMEs than it is currently reaching with services priced low enough for SMEs to pay. This
will be 2 difficult task. One possibic approach is simply for BASC to use its Cooperative
Agreement funds to offer as many training courses as possible in subjects of interest to SMEs.
BASC should not try to compete for consultancy contracts with enterprises capable of paying
market rates. BASC must irnprove its monitoring and reporting to the Missios of its estimated
impact on the SMEs it assists.

Host Country Contribution

The Policy Review Committee estimated in 1994 that host-country contributions (HCC) for IPP
will equal $18.5 million, but $18.3 of that figure was expected to come from private sector
investors and banks participating in the SICIS lcan program. If no banks participate in the SICIS
foan program, estimated host country coptributions will be $1.4 millioa, cousisting of $203,000
from the government and $1.2 million from the private sector. This level of HCC participation,
which represents 20 percent of IPP funding, is likely to be achieved or exceedeu. The value of
MOI and other government resources and time allocated to IPP project programs probably exceeds
$100,000, cspecially if the value of duty exempticns on project-related equipment is included.

Private sector participation in. the project includes the living allowances that assisted firms
have paid to IESC volunteers and funds paid o BASC for training and consulting (approxirnately
$60,000 and $27,000, respectively, as of end 1994). Private sector participation aiso includes the
time private sector enterprises (business, banks, and NGOs) bave spent working with [ESC
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volunteer executives (VE) and BASC consultants or attending PIAG or BUSBC functions,

* Iocluding private sector investrents made as a result of tanff reductions andg IESC assistance

would raise the total by at .east the $3 millicn of investments made by Apex Footwear.

RELATION OF PROJECT TO THE MISSION PROGRAM

The IPP is intended to contribute to the Mission’s subgoal of sustainable economic growth with
increased participation of the poor, and thus t5 the primary goal of increasing the prcporti_ou- of
Bangladeshis iiving above the poverty line.

in particular, the IPP is designed to serve the Mnssmn s PRISM Sirategic Objective U, namely,
“tncreased employment, productivity, and competitiveness in agriculture, finance, and industry by
(1) sirengthening market mechanisms in the agricultural, financial and industrial sectors, and (2)
improving technology and efficiencies of business enterprises and business support organizations.”

In practice, the PIAG component of IPP also contributes to Mission Strategic Objective IV,
“increased accountability of democratic goverament,” and especially Program Qutcome IV, 2,
"strengthen{ed] systems of formal and informal communicatior. between Bangladesh’s citizens and
government iostitutions.” The diatogue with public sector officials and bureaucrats that PIAG has
triggered has been well received in all quarters. Further, a number of observers have commented.
favorably on the degree of candor and cooperation that bas characterized various discussions.

Bangladesh Government tndustrial Development Program

The Bangladesh government’s Industria? Development Program, as contained ip the New
Industrial Poiicy of 1991, is committed to increasing private sector activity, investment, and
employmen: by means of regulatory reform, privatization, and the reform and strengthening of the '
civil service to promote rather than regulate industry. Unfortunately the government has not given -
MOI a major role in this policy and, partiy because of this, neither MO! nor the government has
taken full advantage of PIAG efforts—and the gove.nment will apparently forego the opportunity
to continue PIAG operations in MO! after Mission funding ends. In 2 number of mectings,
however, senior government officials have reacted cooperativaly to PIAG efforts. The govemment
is also committed to fostering SME development efforts, and appears o have decided on a- '
mechanism 0 extend credit to microenterprises through tbe Grameen Bank and BRAC. Because.
these are private sector institutions with networks that handie credit and could reach =
microenterprises, the Mission should consider how it can provide technological assistance in this

‘arca.

industrial Deveiopment Supported by the We-id Bank and Other Donors

Impiementation of the IPP, especially the PIAG component, has coincided with the World Bank’s
ISAC-2 agreement with the Bangladesh government to undertake structural adjustment of the
industrial sector. Although the two donor projects were not officially linked, they did support
common geals. The policy reform matrix used by both was nearly identical, mainly because the
Bangladesh consuitants who helped prepare the World Bank’s matrix went on to work for PIAG.

This commonality was especially helpful because the World Bank did not communicate with the

Mission and PIAG as well as one would hope.

Donor support to BDG for pehicy reform and privatization is changing. I summer 1994 the
Asian Development Baok (ADB) cancelied a $62.5 million credit agreement tied to privatization
of SOEs in Bangladesh because of lack of progress and interest on the part of the government. In
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December 1994 the World Baok cancelled the remainder of the ISAC-2 credit (850 million) after
disagreeing with Bangladesh government leaders about an acceptable pace for future reforms.
With elections approaching, the government’s political will to pursue reforms may be weakening,
although both leading partics now espouse policies designed to encourage private sector
investment. In the remaining months the PIAG contractor and the Mission should explore
opportunities for continuing certain aspects of PIAG’s monitoring and advocacy within the domain
of some private sector organization that can support policy analysis activity.

CONCLUSIONS

The IPP was in some ways the right project at the right time in Bangladesh. Because the project
coincided with the Bangladesh govemnment's reform efforts, the PIAG and IESC compounents were
able to make positive and sometimes dramatic contributions toward the subgoal of promoting
private sector investment. It should be recognized that PIAG played more of a supporting than a
leading role: however, given the relatively slow pace of reform and Bangladesh’s history of weak
implementation, PIAG was very helpful to all concerned with tracking progress, advocating
implementation, and monitoring the impact of reforms.

The failure of the SICIS component was caused by an overreliance on (1) a Bangladesh
private financial sector that was not mature enough to embrace 2 credit insurance program and (2)
banks not strong enough to qualify for participation in the SICIS program. Although SICIS did
not accomplish anything directly, it did motivate the government to construct and offer a loan
guarantee program of its own through the nationalized commercial banks. In addition, the
government is planning to permit Grameen Bank and BRAC to raise funds for credit programs to
" microenterprises by issuing government-guaranteed bonds. This will have a sizable impact on the
small-ioan end of the credit spectrum. Some Grameen Bank and BRAC loans may be large
enough to address the "credit gap” needs of SMEs in the $1,250 to $5000 range. Even if they are

not. the flow of credit into that end of the spectrum will help microenterprises and small
businesses.

LESSONS LEARNED

The history of IPP impiementation is so filled with interruptions, problems, and delays that it is
difficult to identify how things could have been done more effectively. In the opinion of the
evaluation team, the Bangladesh government deserves most of the blame for not supporting
implementation of IPP. However, USAID appears to have been less than sufficiently prepared to
deal with the lack of interest in and support for [PP shown by the government elected in 1991.

Leverage Needed to influence Policy Reform

Implementation may have gone more smoothly if IPP had been formally linked to the ISAC-2
agreement between the Bangladesh government and the World Bank. Judging from the experience
of other developing countries struggling with the pressures of transition policies, it would be
wrong to assume that advocacy alone can achieve much without the financial leverage that
structural adjustment loans provide. By the same token, the ISAC-2 agreement might have gone

- morg smoothly if the Bangladesh government and the Bank had relied more on PIAG to assist in
tracking obstacles and meeting conditionalities.
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Structural Adjustment and Smail and Medium-Sized Enterprises

The IPP really had two types of goals and component programs, some focused on the industrial
sector in general, others focused specifically on assisting SME development. Although it is true
that small industries suffer more acutely from repressive reforms than large businesses (which can
afford to "work" the system to their advantage), the dual focus did not make implementation of
IPP easier Loan size restrictions, for example, would bave hampered the SICIS component even
if private banks had decided to apply for participation. The {ESC and PIAG components have had
trouble contributing to the SME goals, and BASC is confused about its proper clientele and target
market. Industrial sector reform and assistance to SMEs are two different problems, and little
appears to have been gained by trying to tackle both with a single project design. it is aifficult to
speculate whether implementation of two projects would have been easier or twice as hard; but in
retrospect the IESC and PIAG components have been more successful than the SICIS and BASC
components. Separately designed and administered projects would have made more sense
conceptually and made implementation of each strategy more focused.

Sustainability
No IPP component is sustainable, and none should be expected to become self-sustaining. The
Mission’s Project Review Committee is correct to assume that a newly created NGO such as
BASC will not be able to achieve financial sustainability unless there is compelling evidence to
the contrary. On the basis of this assumption, the Mission should prefer project designs that avoid
creating new entities and use zlready viable private sector organizations as vehicles for programs
that require sustained application of resources, even after doror funding is reduced or eliminated.
At the very least, the subsidy component shouid be lower, if a program can be located within a
CCI or even a private sector service firm. If the program proves not to be self-sustainable, the
winding-down process will be less wrenching for an otherwise viable organization than for a
newly created entity totally dependent on donor funding.

Certain benefits from the components, as distinguished from the entities themselves, will have
a sustained impact—in particular the increase in investment and output that will resuit from policy

reform. In addition, the value added at firms that have successfully implemented IESC VE
recommendations will be an annual benefit to the Bangiadesh economy.
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2. Policy Implementation and
Analysis Group (PIAG)

BACKGROUNMD

The Bangladesh economy is struggling to make the transition from 20 years of state ownership
and control to market-driven, private sector activity. It lacks the lega! and regulatory framework
and the administrative skilis needed to make that transition. Furthermore, the commitment to
pursuing transition is neither steadfast nor uniform throughout the civil service, where many key
officials remain unconvinced of the benefits of orivate sector development. Proponents of
liberalization, however, agree that dismantiing repressive policies and state contrel over resources
is the top priority for economic development.

The Policy Implementation and Analysis Group (PLIAG) is the one of the key strategic
initiatives of the Industrial Promotion Project (iPP). PIAG is & bilateral program instituted to help
the Bangladesh government implement the 1991 New Industrial Policy and to assist the Ministry
of Industries (MQI) in (1) identifying legal, regulatory, and procedural constraints to industrial
development and (2} conducting policy analyses in support of deregulaticn and reform.

The USAID-funded contractor is the InterAmerica Management Consulting Corporation
(IMCQC), an 8(a) firm based in Miami, Florida. IMCC contract staff for PIAG coosists of an
expatriate chief technical adviser (CTA) in addition to 2 team of between three and six
Bangladeshi experts in economic and private sector development serving under long- and short-
term contracts. The IMCC staff of PIAG operate out of offices in the Motijheel area of Dhaka, in
the vicinity of but not in the same building as the MOI staff assigned to PIAG. According to the
Project Paper, "if successful, the PIAG will be established as a permanent unit in the MOI Policy
and Plamning Division."

implementation MHistory

Implementation of this bilateral component was delayed considerably by problems within and
outside Bangladesh. The project agreement was signed in August 1989, but a project
implementation order for the PIAG component was not signed until March 1992. Civil
disturbances, the downfall of the Ershad regime, the election of a new government, a cyclone, and
the Guif War all coniributed to the delay. In some respects the delay was fortuitous. The new,
democratically clected government that came into power issued a New Industrial Policy in 1991
that embraced the principles of private sector—driven, market-oriented development. In addition,
the World Bank's second Industrial Sector Adjustment Credit (ISAC-2) was negotiated with the
new government, creating 3100 million in credits as an incentive for implementing industrial
sector reform policies.” PIAG, therefore, was able to begin operations in an atmosphere more
open and conducive to policy reform than before,

*In December 1994 the World Bank withdrew the remaining 350 million tranche of ISAC-2 credits after
disappointment with some Bangladesh government efforts to date and failure 1o agree with the government on an
action program for further progress toward industrial sector reforms,
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Project Amendment

The PIAG component was to be completed in September 1994. However, it was extended by the
Bangladesh government and USAID to September 1995 (IMCC’s contract expires August 15,
1995). A new work plaa and a revised technical assistance project paper (TAPP) for government
approval were prepared to accompany the project amendment ir 2 bilateral program. The revised
TAPP was approved and 2il documents are coasistent with the Mission’s amended logframe and
the strategic objectives expressed in the Mission's PRISM exercise of 1994.

Project Budget

At the time of the project amendment in July 1994, roughly baif of the A.L.D. funds programmed
for the PIAG component had been expended. However, it seems likely that virtually all funds will

be expended for PIAG by August 1995. The foliowing table shows the use of budgeted inputs as
of June 30, 1994}

Budgeted Expendad Percontage

Budgetsd inputs Resaurcas Resources Expended §
Time (calondar months) » 22 87
Person-months 113 84 73
Monay ($ million)
. 158 0.8 50
PIAG ACCOMPLISHMENTS

In some respects for Bangladesh PIAG was the right activity under way at the right time. Despite
a difficuit start-up, PIAG bas made significant progress on two of its three main A.LD. targets.
A thumbnail view of achievements to date is given in the following table.

Target Achievement Parcentage of Target
12 raquiatory reforms 11 reforms implamentad 22
implementad
Ongoing Policy Unitin MOI Mandated in TAPP and under 50; remaining 50 percent
consideration by BDG dapends on BOG acticn
{unlikely}
20 repodts, seminars, workshops 8 reports and 3 seminars compisted 0

PIAG will probably reach its targets for reports and for regulatory reforms, but the target of an
ongoing unit in MOI is unlikely to be achieved.

*Source: Action Memorandum on Approval of Supplement to the Project Paper and Amendment to the
Project Authorization for IPP, dated July 21, 1994, from Mr. Peter Amato; and Third Work Plan, September
1994, by PIAG.
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Studies and Seminars

As of November 1994 the PIAG staff had produced eight major reports and numerous notes oa
particular matters (sce Exhibit 2-1), conducted three high-profiic seminars, and engaged a
considerable dialogue with various ministries and spokesmen for the private sector. PIAG’s
studics and seminars are receiving favorable comments from sources within the government and
the business and donor communities. The group’s professional reputation is good and its local
staff, Dr. Abdur Rab and Mr. Ahmed Ali, are particularly well regarded as advocates for tariff and
administrative reforms.

Exhibi? -1, PIAG Publications

feports

Background Material on Industrial Folicy Envirorenent in Bangladesh: Review of the | beralization Procsss, March 1893
Curert Liberatization and Other Economic Reform Issues, Apit 1993

Export Ferformance and Export Policy: Some interim Recommendations, June 1893

Current Exchange Aate Misafignment and an Agenda for Iis Urgent Reform, June 1983

Systerns and Procedures for Policy Implementation in the Ministry of Industries, February 1934

Regulatory Constraints to Industrial Development in Bangladesh and Racent Deregulations, Final Report, January 23, 1994
The Seminar on Regulatory Constraints to Industrial Development in Bangladesh: Summary of Proceedings, April 1584
Comparative Study of Investment Promotion Policies. Struetures and Activities in the Asian Region with Applicatons in
Bangladaesh, draft, September 1934

Other PIAG Policy Publications

NGB W

Notes on Privatization in Bangladash, June 16, 1934

Some Brisf Notes on Exports and Export Policy, March 1, 1994

Some Recent Policy Changes, Aprl 2, 1954

Accolorating industrial Development (Matrix of Proposed Poiicy Actions), Working Paper, July 4, 1954
An Approach to an MOi Management information System, October 1994

fndustrial Policy Quarterly, November 1994,

o h L h e

Assistance to MOt

PIAG’s general approach has been to plan each subtask {report, seminar) with MOI and the
Mission, and then use that report to solicit comments and hoid seminars or other forums to
promiote a consensus on regulatory reform. In the process, PIAG is assisting MOI staff in plaoning
studies, developing terms of reference (TOR), using outside consuliants, and organizing a public
dialogue.

PIAG’s work plan outlines six general tasks:

1. Study the industrial regulatory policy framework;

2. Analyze administrative systems, operational procedures, and capacities of MCI and related
agencies;

3. Monitor implementation of economic reforms;

4. Study investment promotion;

5. Assess the impact of tariff liberalization on Bangladesh industry; and

6. Develop a consensus for reform.

These tasks, which address the outputs expected of PIAG, empbasize arcas (such as trade
liberalization and investment promotion) in which PIAG’s skills are strong and in which other




24

technical assistance efforts have been under way in Bangladesh.’ These are areas in which
PIAG's efforts are more likely to contribute to actual reforms.

Policy Reform Matrix

PIAG's Report 6. Regulatory Constraints (o Industrial Development in Bangladesh and Recent
Deregulations (January 1994), is a comprehensive overview of the probiems of and recent
opportunities for industrial development. The report reviews progress and reforms still needed n

« Investment controls
«  Quotas on impeorts
» Banking regulations
» Legal reforms

« Exchange controls
» Export controls

« Labor regulations
+ lndustry reforms.

The 9-page recommendation section contains 54 recommendations that are generally consistent
with the Mission's Policy Agenda Matrix (59 poiats) of September 28, 1994, and with the list of
reforms in the World Bank's ISAC-2 agenda, which also has a policy matrix.

wmoniicring impiementation of Reforms

Task 3 in PIAG’s work plan involves impliementation. PIAG uses a Policy Reform Matrix
developed from its own Report 6 and the feedback received in seminars, to monitor
implementation of reforms (see Appendix G). Several observers believe this monitoring activity to
be PIAG’s most important contribution to reform efforts. PIAG’s work plan for 1995 includes
plans 10 use the matrix as the basis of targeted discussions ("Key Person Forums™) with
policymakers and private sector leaders from affected industries. The cvaluation team agrees that
periodically updating the matrix and using it to hold discussions of issues and progress should be
a PIAG priority—especially in view of the cancellation of the ISAC-2 credit in December 1994,
which is likely to diminish the use of the World Bank’s list of policy reforms, at least as a
working agenda.

IMPACT OF PIAG

PIAG has been active during a period of major economic and political reform. The repercussions
of those reforms have been large enough to register a significant improvement in the performance
of the Bangladesh economy. Reforms spurred an industrial growth rate of 10.9 percent for FY
1993<1994 {July—June). This rate was almost doubie the 5.9 percent growth rate in FY 19901991
and was Bangladesh’s first doubie-digit industrial growth rate in many years. Inflation fell from
8.9 percent to 2.5 percent cver the same period. Exports increased by 20 percent and foreign
exchange reserves rose to 3880 miilion, enough to cover 7 months of imports.

“The Finance and Investment Advisory Service (FIAS), the technical assistance arm of the World Bank and
the International Finance Corporation {IFC), is advising the Bangladesh Board of Investment (BOI) on
restructuring itself, liberalizing policy, and simplifymg registration. The Bangladesh Tariff Commission has a
technical assistance project under way to strergihen its ability 1o analyze and rationalize tanff policies.
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Most important, total annual investment. which averaged $130 million annually from 1991 to
1993, surged to $1.26 billion in 1994. Thesc achicvemnents will make a dramaric difference o the
economy of Bangladesh, improving the employment and income opporiunities available to the
average Bangladeshi. These resuits did not occur in respease 10 a siagle major reform, the efforts
of a single advocate iike PIAG. or a single project like the IPP. However, PIAG and the IPP did
contribute at a critical juncture to keeping the momentum of support for reform moving ahead.

Reform leaders in the public and private sectors believe that PIAG publications and discussion
forums belped {1) facilitate and accelerate implementation and {2} educate private sector
businessmen and senior civil servants on the purpose and importance of the reforms. PIAG's
efforts also helped the Mission and other donors organize and track the progress of reform in 2
more coordinated fashion.

PIAG's Contribution to Reform

Reform agents within and outside of the Bangladesh government geaerally praiss PIAG's as a
strong voice in the “chorus” for reform and deregulation in Bangladesh. PIAG's reports are
considered more professional and analytical than most pieces advocating reform. Otber reform
agemts are impressed witt PIAG's reporting on the implemeatation and impact of reforms. and
with the "face-to-face” sessions that MOI and PLAG have held with the goverament agencies
respoasible fo7 implementation. A description of PLAG's role in one case of regulatory reform
appears in Exhibit 2-2,

Exhibit 2-2. Example of PIAG Intervention

The clearest example of PIAG's direct efforts to influence regulatory reform concers foeeign icint ventures and the Securites
and Comparies Comenission (SEC). PIAG was involved in efforts Io remove 2 requirement that foreign jomt venturs parmers.
obtain permission from the SEC prior 1o selling their shares to cther pariners in the same joint venture. A number of foceign joint
venhire pariners wishad to sefl their shares to Bangladeshi partners. Although there seemed t be no specific pravision in law,
the SEC appeared to be exercising authority to grant clearance for such sales. On February 28, 1994 the PIAG Director, Dr.
Ronaid Biack ssat 2 copy of Or. Rab’s mport on the tssue to Mr. Sultan-Uzaman Khan, Chairman of the SEC. Mr. Khan
responded on Masch 25 denying that there was any requirement foe permiission. Ahar further talks and corresnondence between
PIAG and SEC, it was agreed that in fact foreign investors were still approaching the SEC for permission to self their shares.
Tha SEC issusd a drakt anwouncement on Aprl 11 nolifying all concerned parties that such clearance was no longer nacessary.
After further discussion 2 final requiation was promuigaied Apdl 12, in which PIAG played 2 small role drafting, because of its
concems that some SEC ianguage used in the official announcement might be misinterpreted by lower level gavemmant officials
as grounds for exercising authory in this area. Selected comespondence relevant to this case appear in Appendix H.

Some reformers see special value in the fact that PIAG operates as part of MOI, and that MOl
implicitly endorses PIAG's type of analysis and advocacy. Although the Secretary of Industries
has not circulated any of PIAG’s reports as official MO releases, he has expressed the intent to
do so in the future.

It is somewhat academic to atiempt to identify PIAG’s particuiar contribution to the reform
effort. However, PIAG has identified, for the evaluators and the Mission, 11 reforms implemented
by the Bangladesh government in 1994 that correspord to reforms PIAG has advocated m one or
more of its reports and seminars (see Table 2-1). Three of the 11 regulatory reforms correspond to
high-priority A items in the Mission’s Industrial Policy Index (see Appendix [}. In 2 few of the
cases. there is evidence that PIAG played an important, possibly catical rele; however, in all
cases, reform efforts other than PIAG’s were also at work and had been for some time.




Table 2-1. Estimated Impact of Reguiaiory Changes Recommended in

PIAG Reports and implemented by BDG

MNo. Policy Cange Type of Impact on Economy Estmated Econcmi Impact

i Aptoamatic reQistration Cast saving & invesiment stage $1 mifion
at Boacd of ¥mvestment (BOT annoally

2 Ending of SEC clearance for sales of shares i Cost saving al investment stage Small

3 Ehmnation of passhook regurement for non- {ost saving Not

4 Full exemption of dutes for imported machmery  Cost saving Not
for 100 percant export-onented factonies cutside astimated
the export Zones without Bank guarniee

5 Development of database for Dhaka Stock improved market efficiency Stnall
Exchange

5 Incraase of cash compensation to local fabec Cofrection in ant-axport bias Small *
supphers of export units fram 15 to 25 percant and improved market efficiency

? Exemption of dity on taw hides and skins for Cost saving $3 million mvestment
taather producers with bank quarantee from one firm

8 Weidearal of Bangladesh Bank sontrolc oo inceascad afficiancy of banks Nat
yanous categones of iending and capital markets estimated

g Furthar relaxation of controls on foreign Maior cost savings and powerlul Very
exchange, leading 10 full conventibilily on cumrent effect on nwestment climale large
account

10 Fuli convertbility on capital account Maior cost savings and powerful Very large; more than $100

effect on investment climate. million in 1984
1 {abor taw reform Cost saving and mprovement in Large

productivity and investrment
climate

Sm:?%WmMMFM@PMGW{mAMG}.

Discussion forums sponsored by PIAG have heiped identify additional regulatory problems not

previously featured in most lists ¢

£ needed reforms. A number of thes2 newly identified problems

arise from ineffective or improper implementation or administration of announced reforms. This is
expected to be 2 major problem in Bangladesh because reforms are being promulgated from the

apex of go
particular implementation shoricomings come to ligh

Matrix.

vermnment without concomitant retraining for middle- and lower-levei civil servants. As '
t, PIAG adds them to its Policy Reform

Most observers in the public and private sectors agree that regulatory reform in Bangladesh is
occurring only as the cumulative resuit of considerable efforts past and present from many
quarters—in particular, the reform leaders in the newly elected government, aided by the leverage

(until December 1994} of the ISAC-2 funds from the World Bank.
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Economic impact of Regulatory Reforms

Reforms erther remove an absolute barrier to investment, reduce transaction of operating costs,
improve the functioning of markets, correct a bias created by regulations. or simply improve the
investment climate, The impact is easier to estimate for some types of reform than for others.

PIAG has not made a concerted effort to assess the impact of regulatory reforms on key
economic variables such as invesament. employment. productivity, and compettiveness, €ven
though these are mentioned in the Mission’s logframe. Impact evaluation is got an exercise to be
ieft entirely to an evaluation team. PIAG shouid be making an effort to estimate the impact of
reforms, especially those that it has wfluenced or can influence criticaily, The nation needs to
koew which reforms are likely to have the largest impact on the economy. In addition. the
Mission and PIAG need to know how efforts are contributing to IPP subgoals and the Mission’s
strategic obiectives.

Table 2-1 lists the 11 regulatory changes selected by PIAG and describes generally how cach
reform would affect the broader cconomy. Although there were no quantitative estimates of
impact and very little data available to review, the evaluation team, with PIAG’s cooperation.
attempt rough estimates of the macroeconomic impact of four of the regulatory reforms for which
some data were available (see Exhibit 2-3).

Exhibit 2-3. impact of Selected Reforms

Ratorm 1: Avtomaic BOL Registration
Befors this reform, registration of an investment project was a mandalory and tme-consuming process, aspecially for forsign
inwestors. Simplfication of registration was a goal of the FIAS consultancy in the Board of lrvesiment and one of the reforms
advocaiad by PIAG, After nrocadires for 2utomate registralion wers infroduced in Mazch 1954, approximately Tk 25 billion
{$500 million) of investment prosects were registerad with the Board of krvestments in the next iwo and a haf months. The
highest annual Sigure prior to reform was Tk 1.7 billon (543 million) for all of 1883, By the end of 1994 new registations had
settied batk 1o 2 rate of Tk 1.6 bilin ($40 milon) per manth.

Economically, the faster regrstrabon process saves nvestors Sme and, as a result, up-front mvestment cost. Even if only 10
percert of the newly registered projects Save an average of 2 months of implementation, the value 1o the Bangladesh economy
witl be about $1 milion annualy at curvent levels of mvestment, and higher in the fulure as these levels rise.

Reform 7. Reduced Tariffs on Leather

Bangladesh’s leading exponter of Gnished ieather products has invested $3 million in 2n axpansion program that wil enabis itto
ncrsase its annual shipments from $5 1o $10 adlion. The decision {o inwest would not have besn made if Bangiadesh had not
mauced the il on raw leather for shoe soies from 60 percant to 10 percant. Belore this new investment, the Industrial
Promotion Project had provided e technical 2ssistance of an IESC VE to this producer. The new plant will create approximately
400 new jobs, inciuding 350 for women. The taniff reduction is atso likely to encourage similar investment Dy other leather

Reform 2. Ending of SEC Authority over nternal Sale of Joint-Ventire Shares

Several intemational joink ventures ware able quickly to transfer ownership of loreign shates to Bangiadeshi pariners. This reform
id not croabe any new iobs directty, but without # some Bangladeshi partners would not have been able 1o take over operating
contra! 2 easily and jobs would Ekely have been lost.

Reform 10, Corventibility for Capital Account Transactions

The full impact of this reform &S huge. and i has a catalytic effect in combination with the oiher reforms. Convertibility is generally
considared 2 sing qua non for tiggenng a sigrificant incraase in forsgn prvale seclor capital inflows. Preliminary estimates
indicate that direct irvestmant in Bangladesh inereased from $130 milion in 1992 1o $1.3 bilion in 19584, with expectations lor
“sven more nvastment growth in 1995, This has aiowed GDP 10 grow at a 10 parcent rate, Bangladesh's first double-digit growth
rate in many years. Estimates of the inflow of foreign portfciio capital into Bangladesh range from 550 to $150 mifien. Such
funds aimost never fiow into 3 country thal has not offered foreign investors full converdiiity for capital transactions.




Seme reforms will have a greater impact than others. Achievement of fuli convertibility, for
example, couid eventually pencrate bithons of dollars of investment. Also. because reforms
frequently reinforce each ~taer, ieir corrbimed imnpact tends to be greater than their individual
mpact, and the impact of later reforms depends on preceding and coincident reforms. Efforts to
detenmine the precise economic impact of mdividual reforms may not be worth the added
accuracy-—especially if they stray from the main point. namely, that the goveroment's reforms to
date have aiready triggered almost $1 billion of additional investment plansied by private sector
enterprises. This is the ecoromic impact that 1PP planners, the Mission, the BDG, and the nation
of Bangladesh arc hoping for.

impact of PIAG on #0I

The chief technical adviser and staff have conferred with their MOI counterparts on all PIAG
acuivities. They bave also helped MOI management in 2 number of activities not directly related to
PIAG"s work plan but conducive to building mutual trust and respect.’ MOI has organized a
Steering Committee with representatives from the Ministry of Planning and the Metropolitan
{Dhaka) Chamber of Commerce and Industry (MCCI) to facilitate implemensation of the PIAG
component. MOI has belped PIAG circulate draft reports and arrange discussions with government
agencies, including SEC, whose reguiatory powers affect industry. MOI’s name is on all the PIAG
reporis circulated as discussion drafts, but the ministry has not officially endorsed any report or
set of recommendations.

Otherwise, MOI staff bave ot been actively imvolved in conducting PIAG’s analyses or
producing the reports. MOI's desigrated project director and assistant project director are in
charge of a staff of three, one deputed from the Board of Investment and two seconded from
Bangladesh Chemical Industries, a state-owned enterprise within MOIL. MOI officers assigned to
PIAG point out that their portfolios of normal MOI responsibilities, which continue to be fuil,
demand considerable time and counstrain their ability to interact with PLAG. There is also some
sentiment in MOI that the staff deputed by the BOI and SOE are not of high enough caliber to
continue PLAG-like activities after IPP concludes.

A draft of PIAG Report 5. Systems and Procedures for Policy Implementation in the Ministry
of Industries, whose TOR were approved by MO, was completed in March 1994 and served as
the focus of 2 PIAG seminar for public and private sector leaders in late 1994. The Secretary of
Industries and the MOI project director have expressed interest in the report, particularly the
recommendations for an improved management information system (MIS). PIAG is exploring
ways to assist the ministry in this area, either through designing a simple MIS that uses the
ministty’s existing computers or drafting a TAPP for a more ambitious program that would seek
new funding.

Training Activities
PIAG is still working on integrating training activities into its work plan. The only formal training
activity mentioned in PIAG reports was 2 trip to Chile in 1994 by the Secretary of Industries

accompanied by an IMCC officer. A study tour of investment promotion activities in newiy
industrialized Asian economies is under discussion for 1995. MOI and the Steering Committee

*The PIAG CTA estimates that 20 percent of program time and resources have been devoted to MOI
priorities not covered in the PIAG work plan,




29

initiuily cut training from the PIAG work plan, but later agreed te reinstate activitics that
supported other approved PIAG tasks.

Key MOI personnet below the very highest officer levels are not involved in PIAG's activities
or discussions. For example, the head of MOI’s Monitoring and Evaluation Unit has not been
invited to the PIAG seminars by MOI’s project director for PIAG.

‘Outlook for Continuing PIAG in MO!

The outlook for PIAG becoming 2 permanent unit within MOJ, or for its activities being
continued after A.1.D. funding ceases, is oot good. In the evaluators’ opinion, the contractor is
doing all that can be done, but MO! and the Bangladesh government have not placed a high
priority on the continuation of, or MO! participation in, PIAG. The Industrial Promotion Project
and PIAG were designed at a time when MO! was led by a dynamic minister who would
probably have used PIAG to iacrease MOI's role in poiicymaking. Since the charge in
goverament, however, there has been a succession of MO! secretaries, the ministry’s roie in
policymaking has been reduced, and the ministry has returned to its daily agenda of managing
state-owned corporations. Some observers believe MO is too protective of the SOEs it manages
and not effective in preparing or pushing for privatization. As long as MC!I manages the state-
owned and subsidized corporations, it is a less-than-ideal platform for a reform-oriented policy
analysis vnit. Moreover, if MOI is not aggressively invoived in privatization, the case for
strengthening it as an iastitution is also weak.® %

The current Secretary of Industries of MOI has oow had an extended opportunity o work with -
PIAG and sce how 2 policy analysis group within MOI can operate. General reaction within MOI
to PIAG’s study of institutional strengthening for MOI has been positive, but there has not yet
been much ¢vidence of strong interest in continuing PIAG as a unit within MOL. Indeed, the
Secretary speaks as if continuation is not an objective. Some Mission members have also
expressed the opinion that the absence of demonstrated government support for industriai policy
reform makes PIAG’s longer-term sustainability unlikely. But the goal of a permanent celi still
¢xists in the logframe and the TAPP.

CONCLUSIONS

PIAG has managed to make a positive contribution te the policy debate and can at least partly be
credited with helping to achieve policy reforms that have encouraged new investment and created
jobs.

Althcugh planned investments have surged, the increase in actual investment has been far less
apparent. Investors encouraged by policy reforms have made plaos and registered with BOJ, but
actual investments have been slow to appear. Investors are likely encouraged by new reforms, but
are still cautious about investing major amounts.

Although senior MOI officials have cooperated with PIAG and used the MOI as a platform
for reform advocacy, MOI will not be able to continue the PIAG unit after USAID funding for the
unit ends. MOI has not made the decisions, staffing assignments, resource allocations, and other
efforts necessary either to (1) work closely with and leamm from PIAG experts or (2) enable MOI

*Even responsibility for privatizing the SOEs has been vested ip a new Privatization Board (formed in july
1993), of which the Secretary of MOI is | of 1] members.
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to continue PIAG practices and techniques. The evaluation team believes this is mainly because
MOI’s policymaking role within government has declined since IPP was designed.

Despite the lack of enthusiasm for continuing PIAG, there is still a need for policy reform
rescarch and advocacy in Bangladesh. There is also a need for technical assistance in support of
civil service reform. especially a program aimed at the middle levels of the civil service.

From the perspective of the private sector, there is also a peed for an ombudsman service that
will monitor impiementation of reforms, report lax implementation or abuses, and champion the
cause of small businesses that arc burdened by unnecessary regulatory and bureaucratic cbstacles.

Canceliation of ISAC-2 probably signifies a slackening in the pace of reforz within the
Bangladesh government. at least until after the next election in 1996. Fortumately, the benefits of
reforms to date have been evident enough that both leading potitical parties zow cndorse market-
oriented reform in public. The current round of reforms have galvanized some oppeosition forces,
however, and the next round might require decisions that are even more politically unpopular,
such as privatization and closure of SOEs. The current government may be rejuctant to proceed
with the next round of reforms or may simply hope to consolidate gains and let the opposition
cool before proceeding. Whatever the case, PIAG and the Mission could play an important, afbeit
brief, role while the World Bank's ISAC-2 agenda is in abeyance by (1) helping the government
to continue those reforms it wishes to pursue and (2) continuing to present the arguments in favor
of undertaking tougher reforms. The Mission should harbor no itlusions about the difficulty of
mobilizing support for politicaily risky reforms without the leverage of sizable adjustment credits.
Performing a supportive intermediary role in this period. however, may ingratiate the Mission to
BDG for future policy assistance.

RECOMMENDATIONS

The evaluation team has several recommendations for strengthening the impact of the PIAG
component during the remaining period of its operations. Some of these recommendations have
already been incorporated into PIAG's own work plans, but are still werth mentioning:

- Emphasis on implementation. The PIAG unit should focus on the / in its name by
monitoring the implementation of regulatory reform and measuring its cconomic impact. It
shouid highlight ineffective, distorted, or subverted implementation. Although a number of
groups ar¢ actively suggesting or drafting reforms, PIAG is the only group the evaluation
team knows of that purports to track implementation and impact using economic analysis.
Business groups report on how changes affect their members, but rarely aitempt to
estimate the impact on the national economy.

. Narrower focus. PIAG should focus on a few significant reforms. From the large list of
reforms advocated, PIAG needs to seiect the 12 worst impediments to industrial
development that it will track and report on. In choosing what issues to advocate, PIAG
should make rough estimates of the impact that reforms will have on the economy. An
implicit cost-benefit methodology underlies the scoring bhierarchy in the Mission’s
Industriai Policy Index.

» Program modifications. PIAG shouid continue its planped program of studies, seminars,
and workshop sessions. A few modifications are suggested:
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1. More attention should be devoted to the Policy Reform Matrix. (PIAG’s Third Work
Plap already plans for this.) In addition to updating the matrix periodically, PIAG
should consider adding columns that report on the status of implementation. citing oext

. - action needed and the agency resvonsible. A column estimating impact (or the cost o
R the economy of not acting) could also be added.

2. PIAG should try to estimate impacts of potential and acmal reform. It should use
microeconomic logic and its communication links to businesses likely to be affected
by reforms to (1) identify the type of impact a reform is likely to bave and (2) make
rough, illustrative estimates of the impact when possible. This wiil be easier 1n cases
where the impact is to reduce investment or transaction costs for private sector
businesses. The impact of more general contributions to the investment climate or
improved functioning of markets may not be measurable; however, relevant indicators
(such as investments registered at the BOI and Dhaka Stock Excbange activity) should
be monitored. A rigorous methodology is not required to illustrate the probable scale
of impact and importance of reforms. Quantitative estimates from PIAG will heip the

: Mission assess how much the regulatory reform effort is contributicg to its strategic
i objectives. Quantitative estimates may also help forge the link in the public and
R bureaucratic consciousness between reform and economic benefits—as well as the
opposite link between failure to act and economic unpoverishment.
: 3. In its program of remaining studies PIAG should try to incorporate at least onc
e example of an industrywide analysis of obstacles to industrial investment and
, production. In addition to regulatory constraints on development, this analysis should
feature other obstacles such as limited infrastructure and unfair competition from
subsidized government monopolies. This type of analysis could be incorporated into
one of the investment studies PIAG is planning. It could also be coordinated with
other Mission research efforis under way in Bangladesh, such as the study of the
“electric power sector.
» Dissemination and coordination. The PIAG unit should continue to forge its intellectual
linkages with other reform agents as follows:

1. Strergthen contacts with chambers of commerce and industry (CCI) and other business
service groups, such as the Business Advisory Service Center (BASC}, that bave links
to small and medium-sized enterprises. PIAG should identify for the Mission potential
successors that could continue PIAG’s efforts to maintain the Policy Reform Matrix
ever if a2 permanent unit in MO1 is not established.

2. Maintain formal and informal contacts with the World Bank, which will probably need
PIAG zssistance in regrouping its own efforts for reform. In return, it is hoped the
World Bank will be more cooperative with PIAG. PIAG should also develop stronger
iinks with the Asian Deveiopment Bank.

3. Establish liaisons with experts on legal reform and tax policy in Bangladesh and
elsewhere before proceeding with extensive work in these areas.

4. Promote adoption and institutionalization of PIAG work by MOI and its permanent
staff by (1) inviting selected MOI staff to its seminars (middie-level as well as senior-
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level staff), (2) providing in-house briefings and discussions ou PIAG activities, and
(3) using MOI staff in PIAG studies 1f possible.

5. Consider adopting an even higher profile or becoming more confrontational as the time
remaining to influence policy diminishes. Informally, PIAG or the Mission shouid first
consult with other reform lcaders in Bangladesh to determine if such an approach by
PIAG would be advantageous at this time.

Discontmuing PIAG as a Unit in MO

The evaiuation team recommends against establishing a permanent PEAG-type umit within MOL
The MOI needs an unit that will focus on the ministry’s needs for institutionai strengthening and
management of SOEs, Establishing such a unit would be consistent with the Mission’s strategic -
objectives oniy if (1) MOI is more involved in privatization and (2) privatization is more clearly
linked to deveiopment of private sector employment and SMEs. The latter is possible, but the
former is unlikely in the foreseeable future,

The Mission and MOI need to review the priority placed on the goal of 2 continuing PIAG-
‘type unit in MOL If tis is a high priority, the Mission, PIAG management, and MOI need to take
definitive steps toward developing plans for a successor unit. Administrative actions and plans to
secure personnel and resources require immediate attention. These plaas have to be developed
mainly by MOI with assistance from PIAG. In the short run PIAG can (1) encourage MOI to
commit to developing its own policy unit, (2) assist MO! in developing plans for such a unit, (3)
encourage the Secretary to follow through on his commitment to disseminate PIAG reports under
an MO. cover letter s:gned by him, and {4) assist MO in selecting personnel and arranging for
training. _

The Mission shouid be ciear about the nonavailability (or lomited availability) of funds for T
continuation of such a unit. PIAG can aiso help the ministry develop a TAPP that is not premised .
" on ALD. funding.

The Mission and the PIAG advisers can influence but cannot force this issue. If it appears that -
sufficient interest or resources are not forthcoming from MOI, PIAG should aim to end its work
with MOl—having done an effective job of demonstrating (1) how a policy unit works and {(2) -
how MOI can use consultants to undertake policy studies. PIAG can aiso leave MOI withk
guidelines and an agenda for continuing a policy unit, should the ministry choose to do so at
some later date.

- Alternatives for Poiicy Reform Assistance

Although PIAG should finish its current work program within MOI, the goal of cstabhshmg a
permanent policy analysis unit in MOI should be reconsidered in the light of MOI’s changed
sttuaiior 2nd aiternative designs that might be more effective.

The Bangladesh government continues to need assistance in strengthening its policy. analysm
capabilities and its administrative abilities to implement reforms. Both the govemment and donor -
instituttons have relied on Mission assistance in these areas for some time, most recently through
the Financial Sector Reform Project (FSRP) and IPP. The Mission should continue to offer the
government such assistance when and where possible. Real policy design and advice should be
located closer to those areas of the government that are engaged in policy decisions and drafting,
such as the Prime Minister’s Office, the MOI or the Privatization Board, or the BOL The -
evaluation team recognizes, however, that these entities have not previously been receptive to
foreign-funded policy cells, and that it 1s probably best for the Mission to wait until clear support
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~ and momentum for this type of assisiaice emerges. There are reasons to expect that the
government will once agzin embrace this type of assistance. The next phase of reform will be
politically more difficult and the government may perceive a need for assistance in educating the
public and preparing public opinion. Policy analysis and advocacy will continue to be an
ur:portant facet of promoting a consensus for reforms. And liberalization, along with an improved
administrative capacity on the part of government, continu¢ to be two keys to accelerating
economic reform in Bangladesh.

If the governmient is not interested in a policy analysis unit, there are institutional locations
outside the government that can perform some of PIAG’s functions and serve the Mission’s
strategic objectives. These locations include (1) private sector organizations such as the Federated -
CCI and (2) government—private sector initiatives such as the Investment Task Force headed by
Murshed Khan. '

PIAG’s work of monitoring the impact of government sector regulations on private enterptise
and scting as ombudsman for private sector interests could be vested in a private sector
organization such as 2 CCl, which could alsc continue PIAG’s efforts to organize public forums
for policy discussions, communication between industry and government, and consensus building.

There is a possibility that the Federation of CCls or the Investment Task Force would be
interested in hosting 2 PIAG-type unit in order to have a capacity for professional policy analysis
- ‘and a better platform for dialog between the public and private sectors. Those PIAG tasks that
require longer-term professional analysis should be undertaken by respected research institutions
in Bangladesh, funded and sponsored jointly by the public and private sectors.
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3. Small Industry Credit Insurance Scheme (SICIS)

BACKGROUND

- The subgoal of the Investment Promotion Project (IPP) is to "increase local and foreign
investment in the Bangladesh privatc sector.” The purpose of the project is "to reduce poiicy,

_technological, and credit constrainis on Bangiadesh private sector investment.” The Small Industry
Credit Insurance Scheme was designed to make a major contribution to reducing the credit
constraint by creating “increased access to private banks’s lending by micro, smail, and medium
businesses.” It was projected that the private banks and financial institutions wouid use the SICIS
program to generate $32 million in new loans and lines of credit to industry, inciuding at [east
1,000 loans of 350,000 or less to small and medium-sized industries. The economic evaluation for

~ the IPP project paper rested almost exclusively on benefits projected to flow from investments

generated via the SICIS: component. To date, however, the SICIS component of the IPP is not

- operational. No banks have joined the program and ao loans have been made. Although a similar

guarantee program was very successful in Sri Lanka, private sector banks in Bangladesh bave not

responded.

IMPACT OF SICiS

The Loan Portfolio Guarantee (LPG) program embodied tn SICIS bas not been successful in
Bangladesh. It has not been embraced by the private banks. The program did receive Bangladesh
government approval to operate, and the government has not prevented or discouraged any banks
from applying. The Medivm and Small Enterprise Deveiopment Program (MSEDP) representative
~ (Ms. Judith Evans) from Washington, together with USAID/Bangladesh, launched a well-attended
introductory seminar in Octeber 1993. Follow-up inciuded 2 return visit by Ms. Evans in April
1994 to interview interested banks. Special financial and credit evaluation workshops for potential
banks and borrowing businesses were held in August 1994, Although several iocal banks
expressed interest in the SICIS program, only one bank, the Bangladesh office of ANZ Grindlays
{ANZ/Bangladesh), reports making efforts toward applying. The SICIS program will not achieve
the optimistic target outputs set in the logﬁame by the scheduled compietion date. These outputs
included

Increase of 25 percent in amount of credit extended by banks to SMEs,

Increase of 25 percent in the number of businesses receiving credit for the first time,
Increase of 25 percent in new business starts,

Program makes 1,000 loans to SMEs using guarantees, and

* Small loans (81,250-85,000) make up 25 percent of total loans

_ Dcspltc the lack of direct impact, the SICIS program has 10 be credlted with a remarkable
indirect or demonstration effect, namely, encouraging the Centrai Bank of Bangladesh
(Bangladesh Bazk, or BB) to inaugurate its own small-loan guarantee programn for all the banks,
- including the nationalized commercial banks (NCB). Unfor amately, BB’s year-old program has
not met with widespread enthusiasm from banks either and, as of October 1994, has resulted in
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fewer than two dozen new loans to industry. The SICIS component of the IPP may also have
becn the inspiration for the Ministry of Finance to allow two large financial NGOs (Grameen
Bank and the Bangladesh Rural Assistance Committee, or BRAC) to issue government-guaranteed
bonds (totaling up to 540 million for both NGOs) to support their own lending and investment
programs to small and microeaterprises.

Expected Demand for SICIS Resources

For the foresecabie future, the expected demand for SICIS resources by private banks in
‘Bangiadesh lies somewhere between S¢ (zero) and $1 million. The evaluator is aware of only cne
private bank, ANZ/Bangladesh, that is taking steps to apply to A.L.D./Washington for enroliment
i the program. ANZ/Bangladesh has requested permission from its Bombay regional office to
apply to the program for coverage on a portfolio of up to $1 million. They envision a portfolio of
six or seven loans, each at or near the Tk 6 million ($150,000) loan limit specified by current
MSEDP guidelines. Approval by the Bombay regional office will also have to be confirmed by
ANZ’s London office. The best contact in ANZ, Mz. Arshadui Haq,” says he has started work on
the application, and that ANZ/Bangladesh has included the SICIS guaranteed loans as part of their
FY 1995 plan, which started in October 1994. Once ANZ is inscribed in the program, he
estimates the seven losus would be made within 6 months.

The Mission is assisting ANZ/Bangladesh, most recently with a request by ANZ/Bangladesh
to koow if participation is possible without granting the SICIS program auditors access to ANZ's
books. Ms. Judith Evans reports that ANZ/Nepal applied to the credit guarantee program and was
enrolled, and paid the enrollment fee. Subsequently, however, no requests for insurance coverage
were made and the enrollment of ANZ/Nepal was deactivated.

Other Possible Users

The evaluator also learned from Ms. Evans that the MSEDP office has files relating to two leasing
companics in Bangladesk. the Industriai Development Leasing Compaay (IDLC) and the National
Leasing Company (NLC). Apparently the leasing companies applied to the USAID’s LPG
program in 1990, but were not accepted because their capital base was small and they had been in
operation for less than 3 years. These two financial institutions are worth visiting again. They
have both had respectable financial performances since 1990.

The evaluation team did not have the opportunity to visit the Bangladesh branch of Standard
Charter (SC) Bank. However, SC is worth approaching because several branches of SC participate
in the USAID LPG programs offered in African countries. Also worth visiting at least ence more
are the International Finance, Investment, and Commerce Bank (IFIC) and the Industrial
Premotional Development Company of Bangladesh (IPDC), a nonbank financial institution (and
principal owner of IDLC). Both have expressed modest interest in the program.

’Mr. Arshadul Haq, accounts manager; tel. 864425,
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BUDGETED RESQURCES

SICIS is centrally funded from MSEDP. which believes the program can be run without Mission
funds. In the Mission’s current design for the PP, no funds have been provided for personnel or
other direct costs in Bangladesh. The insurance guarantee can be reviewed, granted, and managed
by the Washington program. Once issued, insurance guarantees will remain in effect for 5 years,
and claims will also be managed from Washington. No Mission funds have been directly used for
SICIS. However, some funds from the Business Advisory Service Center (BASC) bave been used
to sponsor seminars and training programs in support of the SICIS program.

ANALYSIS OF LACK OF RESPONSE

Bangladesh’s financial sector is ot developed enough to respond to programs like SICIS. The
domestic private secicr banks are not strong enough financiatly to qualify. Four of the private

- domestic banks (Pubali, Rupali, Al Baraka, and Eastern [formerly BCCI]) are technically
‘bankrupt. The Dhaka Stock Exchange (DSE) "Investment Scoreboard” for September 1994 shows
their net worth as negative. A fifth bank listed in the DSE, Uttara Bank, has not had an annual
general meeting since November 1992.% The forcign-owned private sector banks could qualify,
but are not organized or eager to lend to SMEs. They lack the branches and staff necessary to
pursue and monitor such loans. The SICIS program would be more successful in Bangladesh if
the financial sector were more developed, if banks were healthier, if bank officers understood risk
and how to manage it, if the courts and legal systems supported creditors’ claims, and if banks
competed against each other 1o 2tiract good SME borrowers. None of these conditions are
currently truc for Baugiadesh.

Smatl industries Loan Guarantee Program

Late in 1993, shortly after iearning about the proposed SICIS program, BB introduced its own
Small Industries Loan Guarantee (SILG) program. BB did so even though the Ministry of Finance
f1ad already permitted the Mission to offer the SICIS program to banks in Bangladesh. Apparently
BB was not averse to having both programs offered simultaneousiy. The two programs are
similar, but they overlap without duplicating each other. The SICIS program is restricted to
private sector banks, which account for about 35 percent of all advances outstanding to smalt
private industry. BB’s program is offered to all banks—including the state-owned NCBs with their
thousands of rural branches, which account for about 49 percent of all advances made te small
industries.

The weak response to SICIS was definitely not caused by the introduction of the SILG
program. Most banks interviewed considered SICIS superior to SILG. Introduced in December
- 1993, SIL.G had received a totzi of only 20 applications from five banks as of October 31, 1994.
The 16 applications that have been approved provide guarantees of Tk 25 million (8625,000) on
loans worth Tk 66.7 million ($1.7 million). Participating banks so far include Sonali Bank, with
nine loans; Janata Bank, with four loans; and the Bangladesh Smali Industry Corporation
(BASIC), the Bangladesh Shilpa Bank (BSB), and Agrani Bank, with one loan each. BB has sent
letters to several banks complaining about their lack of response to this program.

*The public availability of better information on banks’ financial condition is 2 considerable achievement in
transparency and markel development for Bangladesh. It is one indicator of the progress achieved under A LD’s
Financial Sector Reform Project (FSRYP) project.
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industrial Credit Programs of Other Donors

There are two other sizable industrial credit programs operaticg in Bangladesh, one sponsored by
the World Bank's International Development Association (IDA), the other by the Astan
Development Bank (ADB). IDA's program is oriented toward large industrics, while ADB's is
nominally targeted to SMEs, Only IFIC and IPDC participate in the private scctor industrial credit
program sponsored by the DA program. This program has provided about Tk 122 mitlion (83
million) to five big private sector projects in textiles, garments, and cement. The ADB has
operated a Smali Industry Credit Program budgeted for $30 million since 1991, Alithough that
amount was supposed to be fully disbursed by 1994, only about $15 million has been disbursed,
and only 320 million committed. A 1-year extension has been arranged. The banks participating in
the scheme are Arab Bangladesh Bank. National Bank, United Commercial Bank, IFIC, and
BASIC. BASIC has been the most active participant.” Unlike SICIS. these credit programs
provide credit lines, not just insurance. Like SICIS. however, these programs have also struggled
with weak responses, long delays, and underutilization of resources budgeted for credit to

industry.
CONCLUSIONS

The Mission cannot expect an effective response from Bangladesh's private sector banks to SICIS.
at least not a response large enough to be significant. it is unlikely that more than three banks will
participate in SICIS. Any banks that do participate will probably plan loans in the $150,000 range
aimed at medium-scaie enterprises.

The SICIS program did not directly improve SME access to commercial credit. However,
promotion of the SICIS program did eacourage the Ministry of Finance and BB to focus on the
probiem and on how guarantee programs might solve it. This prompted MOF to undertake some
of its own "guaraniee-related” initiatives to assist SMEs, including its own loan guarantee program
and 2 plan to allow government-guaranteed bond issues by NGOs such as Grameen Bank. IPP
deserves at least partial credit for this achicvement, even if the resuit was indirect and unexpected.

RECOMMENDATIONS

The Mission should continue to encourage and cultivate the interest of ANZ Grindlays, and
explore possibilities with IDLC, IFIC, Islami Bank, and Standard Charter Bank.

Output Targets for SICIS

The quantitative geals originaily sct for this bank-oriented program should be revised to
accommodate reduced expectations. The target number of applications by private banks to
A.1.D/Washingten (i.c., two) can be kept, but the level of participation shouid be reduced to $2
million in loans, and the target number of ioans should probably be reduced to 20. Also, the
Mission shouid not expect that information about the borrowers {e.g., first-time borrowers) will be
readily avaifable from PIAG/MOI data or Bangladesh Bank statistics, as some of the project
logframe’s verifiable indicators suggest.

*BASIC was a subsidiary of BCCI created to lend to small and cottage industry. The Bangladesh government
was a minority sharcholder until BCCI's bankrupicy. BASIC is now owned by the Bangladesh government.
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Credit Gap Problem

SICIS will not address small industry’s credit gap problem. This will require a new approach.
Grameen Bank has responded negatively to invitations to participate. BRAC s interest is unknown.
but it was recently refused a commercial bank license by Bangladesh Bank. Unless NGOs such as
BRAC or the Micro Industries Development Assistance Scciety {MIDAS) are willing and eligible
to participate, the SICIS program will not reach smail businesses secking less than $50,000 in
capital. The MIDAS "MIDI" program is a good model for credit extension to SMEs, but it dees
not have enough branches or private sector capital to qualify for the MSEDP’s loan guarantee
program.

Government Guarantee Programs

The Mission should try to build upon BDG’s and Basogladesh Bank's receptivity to the concept of
guarantee programs by offering technical assistance in their design and operation. BB’s own loan
guarantee program (LPG) suffers from not having incorporated some of the better features of the
USAID program. A program is needed to help the government desige aod operate guarantee
schemes properly and prudently.

Assistance may also be needed by potential bond issuers such as Grameen Bank and BRAC.
These institutions need to learn how to plan, time, and price issues; set up and manage sinking
funds; and manage the large microcredit programs that the bonds will finance. A successful

flotation and microcredit program will contribute significantly to the Mission’s strategic goals and
objectives.

LESSONS LEARNED

The financial sector in Bangiadesh is not sufficiently developed or equipped to respond on a
significant scaie to programs like SICIS.

Credit programs cannot be implemented in Bangladesh without significant technical assistance
for participating banks. The Mission's experience with the effort needed to launch the fertilizer
credit scheme indicates that banks need training and even convincing about the feasibility of new
forms of lending.

The SIiCIS program tried 10 combine the goals of assisting industrial lending and improvimg
SME access to commercial credit. These goals are dissimilar and SICIS could not accommodate
both, even if more private banks had applied.

Private sector commercial banks in Bangladesh are not yet competing to lend to the SME end
of the market. They are conceuntrating on larger customers. Foreign private banks felt ill-equipped
to respond to credit needs in the credit-gap range (51,500 to $6,000) identified by
OEE/Bangladesh, and suspected such lending would not be profitable. Another design wilt have to
be considered, at which point the SME needs for risk capital should be considered along with
their need for commercial credit.

Although the SICIS program was never implemented, USAID support for the guarantee
concept did have an important demonstrative effect that will contribute to the Mission’s strategic
objectives for Bangladesh.
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4. International Executive Service Corps (IESC)

BACKGROUND

The International Executive Service Corps (IESC). as part of the advisory services componeat of
the Industrial Promotion Project (IPP), is responsible for achieving Output 2. "increased business
us¢ of improved technology and management practices.”

IESC is a nonprofit agency created in 1965 and based in the United States. its missicn is to
promotie technology transfer to the private sector in developing countries by sending volunteer
{and usuaily retired) U.S. executives on technical assistance assignments {o private sector
organizations in those countrics. The volunteer executives (VE) agree to work without salary; the
program pays all travel and living expenses and encourages the volunteer’s spouse to accompany
the VE. Assignments are typically less than 6 months in duration. Since 1965 IESC has responded
to more than 10,000 requests for techaical assistance in more thas 80 developing countries.

IPP provided Bangladesh an opportunity to have IESC open an office and hire a country
director. The country director receives, reviews, and formats requests for technical assistance. He
then presents the request to the Mission for approval before seuding it to IESC headquarters in
Stamford, Connecticut. IESC headguarters also reviews the request and accepts those for which it
believes it can recruit a suitabie volunteer. Every VE is interviewed and briefed before going to
the country to undertake a specific assignment. On arrival the VE is met by the country director,
who assists the VE in meeting the client, making living arrangemeats, starting work, completing
reports, and in leaving the country at the end of the assignment.

Implementation History

A 5-year Cooperative Agreement, with $950,000 in funding, was signed between USAID and
IESC in August 1989. The first country director was hired in 1990, but unfortunately passed
away. The IESC then contracted with retired Ambassador C. Manzur Murshed to serve as country
director. Start-up efforts were further complicated and delayed by domestic civil unrest, a major
cyclone and the Guif War (dunng which time a2 U.S. Department of State ban on travel to
Bangladesh was in effect). In 1992 IESC/Dhaka began its first full year of operation. In 1994 the
CA was extended with no additional funding until December 1995. The resources granted to IESC

under the CA are given in the following table, along with best estimates of resources (time and
money) expended as of December 1994.'°

"“Source: Cooperative Agreement with. IESC; Action Memorandum on Approval of Supplement to the
Project Paper and Amendment io the Project Authonization for IPP (388-0076), dated July 21, 1994, from Mr.
Peter Amato. Amount of resources expended as of December 1994 is based on estimates by [ESC staff in
- Stamford, Connecticut, and in Dhaka.

e Tl anents
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Budgetsd  Expenced  Percentage

Budgawd inpets Rasources Resgures Expendied

Tene {calendar monihs) i B4 84

Money {§ mifions) 095 0.0 63
IEST ACCOMPLISHMENTS

IESC is expected to achieve 2 set of outputs described in the IPP logframe. These target outputs
are summarized in the following table along with the evaluators’ estimates of IESC program
achievements zs of December 31, 1994,

Target Achiewment of Target
EGPS: An office of IESC providing an average of An IESC offics averaging 10 consultancies per year involving 2 B0
15 consultancies per year involving U S -based, variety of U.5.-based industrial. commercial, and management

private industrial advice athvice

Output IESC negistered with BDG and fully IE5C mgrsterst with 8DG and “ully” operational in offices of 100
operational ORIOX!

inputs: 40 VEs placed in SME firms for imgroved 34 VEs fisided, 32 assicnments complated, 3 under way, 8 8
management, Marketing, and technology rmore schedidad for 1995, Two ABLE jobs 2lso compigted.

Mosty medium firms served, some farge, few small.

Assignments Fielded
When IESC headquarters accepts a request for technical assistance, it is called an “acceptance.”

When an executive volunteer begins the assignment in country, it is calied a "fielding”."! In
Bangladesh, IESC has responded to 49 requests for volunteers since its inception in 1990. Thirty-
four VEs had been fielded by the end of 1954. As of October 31, 1994, IESC had provided an
estimated 1,960 person-days of technical assistance to private sector enterprises in Bangladesh.
IESC has also carried out two ABLE market research studies in the United States; these were seat
to Bangladesh as a repornt (see Table 4-1).

Organizational Achieverments

With the 1-year extension, the IESC program is making satisfactory progress toward achieving the
targets set in the IPP logframe and the Cooperative Agreement. The [ESC is established and
registered as an NGO with the government. IESC/Dhaka rents office space from the ORIOXI
company in the Metropolitan Chamber Building in Motijbeel, Dhaka. The program is cutrently
fielding about 10 volunteers per year.

" An acceptance could fail 1o result in 2 VE being “fieided” for several reasons, the most frequent of which
include the following: (1} no suitzble VE is found or is available for the pericd the client requests, (2) the client
does not agree 1o the VE candidate(s) proposed, or (3) the client cancels the request.
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Table 4-1. Acceptances and VES Fielded by
IESC in Bangladesh as of December 1994

Volurteers  Assignments  ABLE
Year  Acoeplances  Fielded ot Filed Sudies

199 s 1 2 0

1991 8 3 3 1

1982 1 10 1 0 |

1993 12 9 3 1
1994 14 H 1 0 '
Totd a9 » 10 2

Note: Acceptances in one year may not result in felding a VE
unti the folicwng year. The 1934 acceptance figurs of 49
includes 3 assionments planned for 1995,

Source: IESCBargladesh county director’s fies.

Comparisons with Other {ESC Programs

The IESC program in Nepal fielded 14 assignments in 1994. The Pakistan program fielded only 8
assignments in 1993, its last year. The programs in India and Sri Lanka, which have somewhat
more funding, fielded 35 and 23 VEs, respectively. in recent years. The Canadian volunteer
program CESO, operating in Bangladesh through the Micro Industries Development Assistance
Socicty (MIDAS), has fielded 27 volunteers over the past 3 years, a rate of about 9 per year.
[ESC headquarters generally considers 80 percent to be a good ratio of VEs fielded to
company requests accepicd. Since 1991, the Bangladesh program has fielded 30 VEs in respounse
to 37 acceptances, a ratio of 81 percent. Even including the problem years 1990 and 1991, the
program failed to fill only 9 of 35 accepted requests, a successful fill-rate of 74 percent. Both the
annual number of assiguments and the ratio of fielding to acceptances in Bangladesh are good.
These results indicate good communication between IESC’s country direcior and the home
office, good home office support, and effective matching. The country director has worked with
Bangladesh clients to ensure that the skilis of propesed VEs match each applicant’s needs.

Client Satisfaction

In the judgment of the firms assisted and of the VEs themselves, the IESC program has becn very
successful in matching suitabie volunteers to firms™ needs. Most firms report a satisfactory and
productive experience {see Appendix K). The program has received several requests for repeat

assignments, and 3 of its 25 VEs have returned to Bangladesh for second assigoments, 2 with the
same client,”?

2The country director has noted the frequency of repeat requests from firms that have already had a
successful VE assignment. He would be interested in setting a limit of one assignment per year and no more than
three assignments in 4 years. However, this is something he believes he and the Mission can handle by
individual case.
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in four cases suitable candidates were not found, or could not arrive as scheduled, leaving
three potential clients disappointed in the program. Two otber clients were disappointed in the
VEs and the assigaments ended prematurely, Some local firms mentioned having to review IESC
candidates carefully because several candidates were unsuited to their requests (e.g., marketing
experts were proposed when production management expertise was requested).

iMPACT OF 1ESC ON THE BANGLADESH ECONOMY
lmpact on Productivity

IESC volunteers have been effective at enhancing employment, productivity, and profit for
Bangladeshi enterprises. The overwhelming majority of clients reporied improvements in
productivity as one of the benefits achieved by the IESC volunteer’s visit (see Appendix K).
These reports indicate that firm selection and matching have been highly successful in the eyes of
clients. Neither firms nor VEs were regularly asked to estimate quantitatively the impact on a
firm’s productivity, but in a few cases this information was given voluntarily on IESC reports.

The evaluators undertook to interview and develop case studies for a sample of 11 clients (12
VE assignments), roughly one-third of the assignments since 1991. The case studies appear in
Appendix K. A summary of the resuits is given in Table 4-2. Results for these 12 assignments
were mixed, but successes predominate. Most of the client firms that managed to successfully
implement VE reconunendations report cost savings, increased sales, productivity, profits, and
employment. A stmple aggregation of the reports indicates that the successful firms increased (or
preserved) employment by more than 1,200 jobs, 725 for women, as a resuit of assistance from
[ESC volunteers. Most of the jobs were in garment and footwear industries. Kumudini Welfare
Trust was able to add 4000 more village women 16 its bandicraft income program, partly as a
result of financial management advice for an IESC voluateer. (More information on these cases
can be found in Appendix K.) Using low average-wage assumptions for Bangladesh, the
evaluation team estimates that total value added to the Bangladesh economy by enterprises
implementing IESC/VE recommendations is on the order of $2.7 million annually.

Macroeconomic impact

The $2.7 million of value added is equivalent to additional income to workers as welil as
owners; however, as this new income is spent and respent, a "multiplier effect” occurs, leading to
an even larger uitimate impact on the Bangladesh economy. Although an accurate estimate of the
“macro-muitiplier” for Bangladesh was outside the scope of this evaluation, few experts would
argue that the multipiier for Bangladesh is anything less than 2.5. As each additional taka of new
income is spent and respent in Bangiadesh (aliowing for reductions resulting from savings and
spending on imports), it eventually leads to total generated spending of Tk 2.5. This means that
the additional $2.7 million paid to the workers and owners of the enterprises assisted by IESC has
an impact equivalent to $6.9 million as that income is respent and ripples through the entire
economy. That level of spending represents an impact 11 times larger than the USAID funds
spent to date on the IESC component.




Table 4-2. Estimated Economic impact of Selected iPPAESC Assignments in
Bangladesh, 1991—1995

Estimated Economic

Estimated Direct mpact mcluding
Econormic impact Muttiplier Effect

Mame of Chient Firm (8000/year)® {$000/year™ Comment

ESC without PIAG

Al Baraka Bank 0 0 Recommendations not implementsd
Apex Footwaar Lid. 1992-~1933 880 2200 Saved 300 joos {280 for women)
Burfingtons Ltd. 500 1.250 30 new jobs {270 for women)
ICDDRB 1 0 Q Recommendations not implementsd
iCDbAs 2 32 80 Reduction in permanent staff; increase

in contract staff
Independen University (IUB) 13 3 1 new job
Kumudini Welfare Trust 585 1463 500 new icbs and halp to 4000 poor
village women

North South University 15 » 1 new job

Rahman Chemicals 120 360 75 new jobs

Renata 554 1,385 20 new iobs

Uttara Bank ¢ 0 Recommendations not implementad
Uttaran Gament 44 110 Employs 720 woman

Taotal value added {factor income 2743 6.858 1257 iobs new or saved (725 for
generated) women}

1ESC with PIAG

Expected annuai valus added from 2620 8350 400 new jobs at new plant {360 for
Apex's new $3 million plant expansion women) a5 a result of lowering of tariffs
10 begin in 1995.° on imported leather

Total value added including Apax 3.363 13408 Total added income genarated per
Footwear's New Plant in 1965 yaar, including multiplier effect

Note: ICDDRB = intermational Center for Diarhea Disease Research (Bangladesh).
“Estimated first-round impact, value added, or addifional incume received by a Bangiadash factor of production. principally labor
and capital {inciuding management), based on improvements in employment, output, sales, or productivity as reported by client

firms and indicated in IESC reports on VE assignments.

“Resuk of applying a macro-muliplier of 2.5 o estimates of first-round income in column to left,
“Apex’s expansion was not the diract result of an 1E5C assignment. However, the investment ioliowed a successiul IESG
assignment 2 years earlier. Apex made the investment only atier implementation of a reduction in tariffs on imported leather—a

reform advocated by the PIAG component of the IPP.

Source: IESC/Bangladesh assignment files and interviews conductad by evaluation team. See case studies in Appendix K.
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This scale of success is the result of good seiection of enterprises, good matching of VEs to
enterprises, and the high rate of gains that can be expected from appropriate technology transfer in
Bangladesh. Not every assignment has resulted in productivity gains. In some cases, the VEs’
recornmendations (1) were not :mpiemented for lack of financing or other reasons (2) represented
2 technology currently beyond the institutional capacity of the enterprise to umplement. In one
case, however, all the elements for success were in piace {see Exhibit 4-1).

Exhibit 4-1. Technica! Assistance and Tariff Reform: Apex Footwear

The case of Apex Footwear, L1d.. mesits special mention. in 1994, 2 years after its first assistance from an 1ESC volunteer
executive, Apex invested $3.0 milion ic =:pand its leather footwear assembdy fine. Al the time, the invesiment decision was
based mainty on 2 relaxation of duties on imparted leather (2 tarift reform that IPP's Policy lmplementation and Analysis Group
{PIAG) component had advosated). However, Apex’s abifity to invest and arrange Rnancing resulled in part from the successhul
turnaround at i first footwear plant achieved 2 years earfier with assistance from an 'ESC volunteer, As the new piant is put into
operation, employment will expand by 400 parsons. 90 percent of whom will be women. in addition to the benefits from the
investmont expenditure, the frst-round economic impact of this piant will add $2.6 million of new income annually to the
Bangtadeshi economy. The multipher effect will result in economy-wida intreases i total spanding on the order of $6.5 million.
This achievement dustrates the synergistic econemi; impant of the IPP's policy reform achievements combinad with focused

Tokal vaive added by the new Apex plant, along with the earlier pfant and the other enterprises assisted by IESC, will
incraase annual value added {i.9.. incoms to workers and owners) in the assisted planis by §5.4 million. This amount, as it is
respont, will eveniually increase lotal income in the sconormy by $12.4 million by virtue of the multiplier sffect.

OPERATIONAL AND POLICY ISSUES
Selecting IESC Clients
The current selection process is highly personal and relies mainly on decisions by the country
director, who screens each application and always submits it to the Mission for approval. IESC
has an advisory board of distinguished private sector business leaders, but the board has not met
more often than annually. Some of the board members would like to play a larger role in sclecting
applicants for IESC assignments. Others are too busy to become more involved.

The more than 30 firms selected to date represent a wide variety of economic activities and
organizational types. Included are service and manufacturing enterprises of varying sizes, start-up
enterprises, and some long-established enterprises interested in diversifying. The selection includes
profit and nonprofit institutions as well as exporters and domestic marketers. Some firms selected
are owned by prominent businessmen known to be good borrowers, and at least ope client is a
weil-known defauiter.

To date, the selection of applicants includes zlmest no smail firms, few run by women, and
very few located outside Dhaka. These are Jogistically driven constraints rather than selection
weaknesses. The country director had refrained from advertising the program out of concern that
his small office would be deluged with thousands of applications. Given that the program can
only accommodate between 10 and 15 assignments per year, the decision to eschew advertising is
appropriate.

In the evaluators’ opinion, the country director has done a satisfactory job of selecting firms.
At this point almost all remaining resources under the current Cooperative Agreement are already
committed to clicnts expecting VEs in 1995. in the future, however, it is recommended that the
selection process be opened up for suggestions from more sources. The evaluators agree with the
country director’s assessment that it would be cumbersome to make the selection process
dependent on board approval, but recommend that the board be canvassed for suggestions.
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The country director and the board should also request suggestions (if not nominees) from the
various chambers and reliable NGOs. These bodies should be told that it is essential that they
screen candidates and restrict their nominations because of IESCs limited resources.

Determining Scale of Enterprises Served

In general, most IESC assignments in Bangladesh have been with clients that would be considered
medium-scale enterprises by Bangladesh standards. A few have been for start-up operations of
otherwise established, well-to-do business families. Although the program has directly served
refatively few enterprises that could be considered small. it bas assisted NGOs such as the
woman-owned Kumudini Weifare Trust and the Bangladesh Rural Assistance Committee {(BRAC).
both of which have their own programs with smail and microenterprises. Considerable assistance
bas gooe to two private educational institutions that were start-up enterprises.

It will be difficult and possibly less productive for IESC to aim at matching the skills of
retired U.S. executives to the needs of smaller enterprises in Bangladesh. In addition to the
logistical problems of language, transport, and accommodations, the smali-scale enterprises will
not be financially able to pay for lodging and meals for each VE and spouse. as require€ by the
program. Moreover, it should be recognized that the technical and management skills that most
retired U.S. executives can offer might not be appropriate for smali or even medium-scale industry
in Bangladesh, even though they would be appropriate for larger businesses or export-oriented
enterprises. IESC/Dhaka takes into account the absorptive capacity of the client firm when
considering how to match its needs with suitable IESC voiunteers.

Reaching Smalier Enterprises

IESC currently reaches a few smailer firms indirectly through assisting intermediary NGOs. This
is a good idea that might be expandable. It makes sense to determine whether these same NGOs
could arrange direct technical assistance. The NGOs could (1) bundle or batch small businesses;
-{2) improve the businesses’ absorptive capacity before and after each VE visit; and (3) interact
with and support the VE directly, spreading the cost over several users. IESC headquarters staff
report that they have experimented with batching arrangements in other countries, but find the
technique unsatisfactory uniess local support intermediaries are quite skitled.

‘The IPP design anticipated this problem and suggested that IESC use ~mbrella organizations,
such as NGOs or the Business Advisory Service Center (BASC), as intermediaries through which
to reach more smal! businesses. The project design calls for BASC to receive $107,000 of linked
assistance from IESC. Most of this is probably needed to improve BASC’s own skills, but some
of IESC’s remaining balance for 1995 (139,800} could be targeted to reach small businesses
through NGOs, including BASC. BASC is only now developing its clientele, but it should soon
have the capability to bundle several smaller firms into an assignment that ap IESC volunteer
could address collectively or even in succession, spending a brief amount of time with each. The
IESC voluntcer would rely on BASC for translation, transport, support, and follow-up to the
smaller firms, as well as for food and lodging. BASC would collect the contributions of the
various small firms to cover lodging and other costs and would arrange for joint traizing and
technology transfer sessions at its meeting facilities when appropriate.




48

Serving Medium and Large Businesses

The Mission and the TESC program may be criticized for providing VE services to firms

cousidered somewhat large by Bangladesh standards. Such criticism shouid not prevent IESC from
taking on assignments such as the one undertaken for Apex Footwear (see Exhibit 4-1). Although
Apex is owned by one of the more cstablished busincss families in Bangladesh, the VE’s _
assignment was with a start-up enterprise of smail to medium scale by government sundards The :
assignment was very successful. Currently about 320 women arc employed at the enterpnse,
including some in middie management. The VE and Apex management desigoed a producuvuy
incentive systc:m that gives women workers a chance to excel and advance.

Providing l'ﬁemﬁon About Each Client's Business

Despite the high level of satisfaction reported by both VEs and clients, 2 few VEs interviewed
believed they would have been better prepared if they had known more about the business and
industry of the prospective client before leaving the United States. All VEs reported receiving
brief descriptions of the expected scope of work from their IESC contact, apparently taken from
Section 1ii of the greement signed by cach applicant. Examples of other information about the
client company VEs wouid tike to have seen include

« Company financiz! statements;

+ Age of the company;

» Ownership and management structure;

Organization chart, including names;

Description of products, volume of sales, and market niche or share;

Number of employees (total, including managers and production workers);
Brand, makz, and year of key pieces of equipment used in manufacturing; and
Availability of computers for VE use (type or model).

L) L] [ ] L} ]

Much of this information is asked of the applicant on the agreement form (in sections other
than Section HI). If this information is provided, IESC headquarters should be supplying it to
prospective VEs. In addition, applicants could be more descriptive. Finaily, the country director
helps applicants compiete forms; if some applicants, such as small enterprises, need more help, L
perhaps outside consulting services such as BASC provides can be used.

Providing Information on Living Conditions

The country director sends each prospective VE a friendly but frank letter explaining the
limitations of living conditions in Bangladesh. The U.S. Embassy guide to newcomers is also
given to new VEs before they begin assignments in Bangladesh. In only three cases to date have
VEs compilained about the lack of hospitable or sanitary living corditions, and two of those .
complaints were from VEs who felt that IESC should provide five-star hotel accommedations for - §
all VEs. The country director has also asked IESC headquarters to ensure that VEs sent to
Bangladesh be of hearty stock and possess aimost missionary zeal. The country. director has

located suitable lodging in several guest houses in the Dhaka suburis. Most VEs working in the
Dhaka metiovolitan area find these iodging arrangements satisfactory. For those assignments that
are too far outside Dhaka, the country dircctor takes pains to cnsure that the client enterprise has
lodging that will provide the VE with acceptable living conditions. It will be even more difficult -
for the country director to ensure this standard if assignments are tc be made outside the major
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urban areas of Dheka and Chittageng. VEs report that the country director’s letter is quite helpful,
and that life in Dhaka for VEs and spouses is managcable The most frequent complaints were
about the problemn of transport, particularly in the evenings, and difficulty arranging activitics and
transport for the spouse.

Ensurmg Quaiity ot Home Office Support

Aithough support from IESC headquarters bas been generally good, the country director
experienced some problems in 1994. These problems may have resuited from tumover in the post
of the South Asia coordinator in Stamford. The country director has experienced longer-than-usual
- delays in responses to his requests for financial information on the program and sometimes for
reaction to requests for VE candidates. The four VE canceliations ic 1993 and 1574 also came.
with so little notice that it was not possible to recruit alternates. If Stamford had known {or
suspected) somewhat earlier the possibility of a canceliation, alternates might have been arranged
in some cases in time to fit the client’s needs.

'EVALUATION AND REPORTING

TESC has 2 standard set of forms and procedures for evaluating the assignment after it is
completed but before the VE leaves. Between 6 and 9 months later a foliow-up evaluation form is
sent to approximately one-third of the firms assisted.

Every project file examined had a Post-Project Review (PPR) form. Although {ESC provides
USAID with 2 copy, this form does not serve the Mission’s needs for information about
guantitative impact on productivity, profit, investment, exports, or employment, including
employment of women. The client firm and the VE are instructed simply to check "yes" or "no"
when asked whether the project has contributed to improving varizbles such as sales, profits,
productivity, and employment.

For many enterprises, a simple gualitative judgment may be all that can be expccted
However, other firms will be willing and capable of providing more information. Also, some
impacts will only be apparent in the 6 to 12 months after the VE leaves, and IESC sampies only
about one-third of assignments for follow-up information.

Evaluation of impact

The country director believes he can use the case studies developed ia this evaluation as a format

for reporting to USAID on the impact of VE assignments in terms of financial information and

employment figures provided by the clients. The country director’s office is not well equipped,

bowever, to make estimates of values added and macroeconomic multiplier impact. This is another.
task that BASC might perform for IESC, for USAID, and for itself. The task will put BASC in

- touch with finmns that could be interested in follow-up services.

IESC Evaluation Forms ‘ _
IESC headquarters staff report that they are designing new evaluation forms that can be tailored to
the terms of a specific Cooperative Agreement in a specific country. Their system uses forms
generated by computer using Lotus Notes software. They hope that computerized flexibility will
aliow the country director in each country to design forms appropriate to that ccuntry, the source

of funding, and the grant agreement. The new system is scheduled for testing, but not for
worldmdc implementation, in 1995.
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CONCLUSIONS

The IESC program is working well in Bangladesh as a result of good administration and because
policy reform is opening new opportunities to private sector firms. Now and in the near future, the
Mission can expect IESC techuical assistance to make positive contributions to its strategic
objectives in sustainable development and job creation.

RECOMMENDATIONS

The evaluation team recommends that the IESC component be continued ard expanded. Within
the calendar time and with the resources remaining under the existing Cooperative Agreement
with IESC, no structural changes are recommended. Operational recommendations include the
foiiowing:

» Expand the search for potential IESC volunteer executives by seeking suggestions from
the advisory board, chambers of commerce and industry (CCI), NGOs working with small
and medium-sized enterprises, and private secior firms trying to develop local sources of
supply for otherwise imported goods.

» Experiment with the design of assignments in order to reach smalier businesses; for
example,
~— Working with its larger clients on a program to develop local SMEs into

manufacturers of inputs that the larger clients will purchase;

— Working through NGOs that assist small and woman-owned enterprises, such as
Kumudini Welfare Trust, which [ESC has aiready assisted;

-— Using CCls or NGOs such as BASC or MIDAS to organize smaller enterprises in
groups or batches that can apply collectively for [ESC assistance.

* Provide VEs with more information on applicant firms,

» Improve IESC evaluations to include more information on economic impact, in particular
changes in investment, employment, and carnings that are partly due to VE assistance.
Until the new IESC evaluation systemn is available in Bangiadesh,

- The country director should use the case study format and examples developed in thlS
evaluation to solicit, maintain, and present information to the Mission on the
investment or productivity changes that IESC clients report and attribute to VE
assignments, including (1) changes in sales, costs savings, output, productivity, and
employment, particularly employment of women; and (2) any new investments made
partly as a resuit of VE recommendations. '

— All [ESC assignments should be evaluated. The evaluation should include information
collected from follow-up visits to the firm 9 to 12 months afier the assignment is
completed. it should concentrate on (1) developing the quantitative information needed
for the Mission’s evaluation purposes and (2) developing information about the
ingredients for a successfil consulting assignment. BASC is a likely candidate to carry
out this evaluation.

-— Any 1ideas, particuiarly from the Mission, on developing evaluation forms should be
sent to Ms. Katharine McGrath, Manager of IESC Evaluations, at IESC headquarters;
the telephone number is (203) 967-6065.

« Begin the process of recruiting a qualified assistant country director to work with the
current country director if and wher the program is expanded, and undertake a review of
compensation arrangements at that time.
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5. Business Advisory Services Center (BASC)

BACKGROUND

Toe Business Advisory Services Center (BASC) is a nonbilateral component of the Industrial
Promotion Project (IPP). Implemented through a Cooperative Agreement with USAID, BASC is
an NGO launched in August 1991 to provide consulting services, managerial and other training,
and technical and market information to interested Bangladeshi businesses. From August 1991
until October 1993, when it was established as a separate legal entity, BASC operated under the
stewardship of the Micro Industries Development Assistance Society (MIDAS). In Septemnber
1994, USAID and BASC signed a Cooperative Agreement for a 2-year petiod. BASC is currently
the largest component of IPP in budget terms, accounting for $2.39 million of the Mission’s $5.56
million contribution to IPP, although only $1.7¢ million will have been obligated to BASC by the
end of FY 1995. This evaluation is the first outside assessment of BASC."

The USAID Project Review Commitiee (PRC) revised the original IPP logical framework
from the Project Paper of 1989 in March 1994. The PRC restated the project goal, added a
subgoal, and revised the project purpose. The newly added project subgozl is "to increase local
and foreign investment in the Bangiadesh private sector.” The relevant purpose in the old
logirame, "to establish a locally operated source of management and technical assistance to
business,” was revised to read “to reduce policy, technological, and credit constraints to private
sector investment."” ’

BASC's role with the new legframe structure is to contribute to removing technological
constraints by creating "increased business use of improved technology and management
practices.” USAID’s strategy for BASC, as well as for the Intemational Executive Service Corps
{IESC), is to upgrade Bangladesh’s business service capabilities and the private sector’s awarencss
of such services, so that as the economy expands and demand for technology and management
skills increases, businesses (including SMEs) will not be as severely constrained by shortages of
skills or lack of familiarity with business service suppliers.

BASC ACCOMPLISHMENTS

Project Budget

The following table indicates expenditure of the time and funds budgeted for the BASC
' component through June, 1994.%

BIn June 1994, USAID contracted the accounting firm M.A. Quader Kabir & Co. to assess (1) BASC’s
financial, accounting, and management capabilities, and {2) the adequacy of BASC’s procurement, travel, and
persounel policies. The assessment reported positively on BASC’s capabilities.

| “Source: Action Memorandum on Approval of Supplement to the Project Paper and Amendment 1o the
Project Authorization for IPP, dated July 21, 1994, from Mr. Peter Amaio.
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Sudgeted Expended Fercentage
Budgetad inpiits Resourcss Fesourcas
Tane (calendar months) &2 B &t
Money {8 mdlion) 239 056 X
Accomplishment of Logirame Targets

The logframe targets set in 1989 called for BASC to reach 150 businesses with direct technical
assistance and to conduct at least 40 training events. BASC has already conducted 38 training
events and reached an estimated 193 businesses. Some 162 private entities have sent participants

- to training courses; 11 firms bave contracted with BASC for consulting work; and 200 firms were.
exhibitors at a catalog exhibition. Table 5-1 presents the overall achievements of BASC as
compared to the revised logframe targets.

Table 5-1. BASC Achievemant of Logframe Targets

Percentage of

Target Achievement Yarget
EOPS™. A business advisory services center (1} operating ena  BASC is operaling a business advisory services Not estimated
for-fee basis under private seclor management and {2} leading  center. it is charging fees for some services. It
150 firms to make management ¢r operating improvements, or  has reached 193 finms in 3 years. it is not
both, resuliing in increased productivity and employment assassing inpact
Cutput 1: 10 percont annual increasa in number of businesses  Not monitored by BASC NA
requesting technical assistancs and servizes
Output 2: 150 businesses maks major management and Seevice providad to 193 private entities, training Not estimated
technnlogueal improvements as a result of proiert assistance to 162, and consulting to 11; 20 firms were trade

show exhibitors
Output 3: Private sactor owners and managers raport Not moniored by BASC NA.
decrease in govermment intervention, rent-seeking, and
cusioms conruplion
Quitput 4: BASC is registered with BDG and is fully operational  BASC incoiporated as a nonprofit private limited 100

company
input 1: 150 technical assistance actions camed out for 11 consultancies completed 7
improved fim managament, marketing, and tachnology
inptit 2: 40 training workshops and semnars camiad out 38 training workshops and seminars carmed out 95

NA. = not avaiable.

*End-of-project status mentioned in Cooperative Agresment, Attachment 2. Section H, p. 16.
Scurce: Action Memorandum on Approval of Supplemaent to the Project Paper and Amendment o the Projact Authorization for IPP, dated . -
July 21, 1934, from Mr. Pefer Amaio. Achievements reflect the evaluator's estimates based on information from BASC as of November

1984,

BASC operates an office, reference room, and traming facility located in a converted residence in
the Dhanmondi section of Dhaka. The program has a staff of 11, including its director. BASCT can
be described as acting as a broker, or intermediary, for clients in search of technical or
management assistance. For a fee, BASC offers to locate or organize reputable providers of
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technical services needed by a client. Although its personnel occasionally provide some technical

assistance or traiming directly, BASC typically contracts with outside professionals to provide the
assistance clients seek.

' Between August 1991 and October 1994 BASC arranged for the provision of technical

assistance or training to 274 organizatiosns, including 193 private businesses (see Table 5-2). In the

process BASC completed

+ Three subsector studies op animal feed production, plastic packaging, and
electromechanical toys:

= Eight consuiting assignments, including (1) feasibility studies for a cotton textile mill, a
hospital and diagnostic clinic, and a medical textile project and (2} a study of the
homeopathic medicine market for an SME;

+ Thirty-eight training events, including seminars, workshops, and an exhibition. An
estimated 787 perscas (151 women) from 243 organizations, inciuding 162 private
companies, have received technical and mapagement training through BASC programs.

BASC’s seminars have been attended by SMEs as well as prominent private and public sector

leaders in Bangladesh. BASC’s one catalog exhibition in 1993 had 20 exhibitors and attracted
almost 2000 visitors. BASC 2lso operates a business reference room with 588 publications for
interested visitors. Forty-two of the publications arc in Bangla, the rest in English.

impact of BASC on Bangladesh Businesses

A large part of BASC’s traming and technical assistance occurred in its 1993-1994 fiscal year.
BASC clients contacted by the evaluation team declined to estimate 2 quantitative impact on their
enterprises from services, in some cases because service had been received only recently. Until
this evaluation BASC had not made an organized effort to follow up and assess the impact of its
services on employment, productivity, and profits in the assisted enterprises. Table 5-2 presents
the information BASC provided to evaiuators on the extent and impact of their services.

BASC bas provided consulting services directly to only i1 firms. No case study information
. for these firms or services was provided to the evaluators, but BASC reports that four of the
clients are exploring the feasibility of establishing enterprises that could someday employ 1,675
people, including an estimated 500 women. Currently, however, these enterprises have made no
mvestment other than for studies or land.

Of the 162 private firms that have sent staff to BASC for training, 3 were contacted about the
. potential impact on their performance:

= A carbon rod producer who sent production management staff to BASC for training in
productivity and quality controi;
» A dairy farm owner who attended 2 BASC course in financial management; and
-+ An industrial equipment fabricator whose owner attended a BASC course in financial
management.

All three said they valued the training received and planned to attend more training in the future.
They considered the training of general value (improved quality control, bookkeeping) to their
. businesses, but could not yet identify any operaticnal improvements as a result of BASC training.
They anticipated future improvements. No oane at BASC was aware of any change in investment
or employment at client enterprises attributable to BASC’s training.
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Table 5-2. impact of BASC Services on Businesses in Bangladesh
1991- 1992~ 1993-

Impact indicator 1992 1993 1994 Total
Human Hesources Developmant and Training
Perstns trained” 143 191 453 787
Man trained 122 % 2 836
Wornan trained 20 10 121 151
Business start-ups atirbutable to training - — 1 1
Businesses heiped through participants Yrained - - 3
Increase in sales, decrease in costs and increase in savings —_ —_— 3 3
Enterprise Development and Consultancy
Assignments - 1 10 1
Business start-ups attrbutable to consultancy v — 4 4
Potential empioyees in new businesses —_ -— - 1675
Potentizl female employees in new businesses —_ —_ —_— 500
investment made attriwtable to consultancy -_ — —  studies and
preliminary
Sxpenses
Technology and Business information
Now business start-up through iinkage to source of local 1 —_ —_ 1
technology
Exhibitors in catalog exhibition S | J— 20
Visttors - 180 - 1990
Inquiries received by exhibiturs — 284 - 284
New orders or transactions - 3 — 3
Inquiries racefved by Bank S 7 — 17
Bank-related transactions - 2 - 2

*From 243 organizations, including 363 private companies.
plans.

BASC also repotis assisting one new business start-up, a bread- and biscuit-making plant that
contacted its BASC’s Technology and Business Information service for help in linking up with a
local source of technology.

BASC believes that the 20 exhibitors at its 1993 catalog exhibition benefited from the

promotion. Exhibitors reported 284 inquiries. Three exhibitors reported new orders, but the
estimated value of these orders was not known to BASC.
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Financial Resulis

BASC charges fees for its services. In 19931994 BASC earned about Tk 765.000 ($19,000) in
mcome, 49 percent from consulting work and 51 percent from training services (see Table 5-3).
This was more than double the income earned in the two previous years combined, but BASC’s
total annual operating costs for FY 1993-1994 were Tk 10.6 million ($265,000)—almost 14 times
larger than its income. Even after excluding major capital cost items. BASC income as 2 percent
of its operating expenses was 7.6 percent in 1991-1992, 2.1 percent in 1992-1993, and 11.3
percent in 1993-1994. BASC’s annuai operating costs include the fixed cost of its own staff and
cverhead and the cost of contracting for outside professional services.

Table 5-3. BASC Summary Income Statement, 19911994

Year 19911992  1992-1983 19931984  Total 13911584
Consulancies paid for 0 1 10 1t
Training courses 8 ] 21 38
Porsons trained 143 191 453 787
Income {Tk)
Consultancies 0 0 304939 304939
Training Courses 227.250 93750 370,600 £91,600
Costs {Tk)
Salaries, professional 996,664 2432770 2041813 5473.247
Salaries, support 333,287 594,300 418520 1,148,107
Operating expenses 1665865 1628861 4336508 7631234
Capital 2ssets 2851412 160881 5886952 6.699.045
Total costs SBAS28 4616512 10683793 21,149,633
Program defict 5621978 4520862 9918254 20,063,094
Opérating deficit 2770566 436218t 6031302 13164049
Staff
Professional® 6 7 11 —
Support 1 11 11 -

*Part-time employees deputed rom MIDAS 1991-1993,
Source : BASC Accouis Office,

BASC is not currently financially seif-sustaining, 2nd its prospects for becoming so are not
geod. Given its current size and costs, BASC will have to continue to double its income ezch year
-for the next 4 years ic reach financial sustainability.

So far, the apparent demand for BASC’s services is not strong enough to support an
organization of 11 full-time professicnals. BASC must either (1) expand its income by an order of
~magnitude (for example, finding 14 new paying clients for each current client) or {2) transform
itself into a smaller, leaner operation—or boih.




MARKET FOR BUSINESS ADVISCRY SERVICES

The broad market for BASC’s services has been defined as any Bangladesh enterprise but mainly
as SMEs in the Bangiadesh private sector. No market study was conducted to identify commercial
spending habits of SMEs for techaical assistance, and BASC's comparative advantage ot special
niche in this market bas never been explained well.

In 1989, during preparation of the PP Project Paper, justification for the BASC component
was based on a sample survey of 50 organizations and individuals on the need for techmicai
services and assistance by new and existing small industries. The survey concluded that there was
a definite need and that private sector consulting firms in Bangladesk were not filling that need
propetly. The survey indicated that the most frequent assistance needed by SMEs related to
production. marketing, finance, and management. The larger firms surveyed indicated a need for
specialized technical and information services, and indicated a willingness to pay for good
services.’’ The survey concluded that the concept of BASC was ideal.

In 1993 BASC undertook a needs assessment of 200 enterprises in Dhaka, Chittagong, and
Khuilna. Its July—October quarterly report for that year highlighted the major areas of technical and
managerial assistance scught by the respondeats: production management, new technology
sourcing, marketing, new product development, and employee training. The full survey report was
not formally produced untii October 1994, more than a year atter the data were collected.

Market Development

BASC has mailed materials to more than 1,000 enterprises, and BASC’s executives have called on
most of the country’s trade associations. CCls. and financial institutions, as well as hundreds of
enterprises. Despite this commendable effort, BASC's client base and sales income remain tco
smali, and BASC appears 1c devote more time to analyzing and plaoning its offerings than to
marketing its services. BASC wisely used the 1993 survey results as a planning aid to consider
what activities it should offer, but has not used the list of respondents to organize a program of
sales calis in Dhaka or eisewhere. Recently BASC gave one of its professionals the job of
businmﬁpromotion rather than a specific responsibiiity for developing ciients and generating
income.”

SThe April 1993 end-of-project evaluation of MIDAS by Development Altematives, Inc. (DAI),
recommended 2 study 10 reassess the market demand for BASC’s services. The DAI wam’s preliminary findings
indicated little enthusiasm among local firms 1o pay for consulting and training services. A revised market study
based on expenditures rather than needs (or willingness to pay) would be advisable. The apparent increase i dhe
number of private sector consulting and training firms operating in Dhaka and Chittagong suggests a growiag
demand, as do reponts of popular, successful business service programs (providing training, information, and
exhibitions) offered by CCls in Dhaka and Chittagong. These programs are subsidized but charge fees; the CCls
reposnt strong arendance,

*Smeall private sector professional grouns such as law and accounting firms also tend to eschew advertising.
They market by making each senior professional personally responsible for developing new clienis. A
professional is expected to generate more than encugh income from his or her clients and practice to pay the
professional’s salary and a fair share of the firm’s overhead costs.
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Competition from Other Donor initiatives

BASC is not the only supplier of training and technical assistance. The number of private
consulting firms in Dhaka ts growing, and there are several other donor-supported activities
offering training and advisory services to SMEs in Dhaka and Chittagong. Two such projects are
the Productivity Services Wing (PSW) of the Bangladesh Employers™ Association (supported by
the United Nations Development Programime [UNDP] and the International Labour Organization)
and the German ZDH Technical Assistance Partnership Project operating through CCls and
‘business associations. Ao upcoming Overseas Development Association (ODA) project will also
support trade association activities such as trzining, information, and counseling.

PSW focuses on improving the productivity and viability of small enterprises. 1ts service
package consists of industrial engineering services, financial planning and advisory services,
training, technical advisory services, publications, and research and information services. PSW’s
funding from UNDP ends in September 1995. Currently, PSW reports that it covers about 45
percent of its operating expenses from fees. PSW makes a profit on its consulting work, breaks
even on training, and subsidizes its publications.

The ZDH/TA Partnership Project is reportedly successfui, especially with the Dhaka and
Chittagong CCls. The project helps chambers and associations to improve service to small
enterprise members and to become stronger advocates for the small enterprise sector. With
ZDH/TA’s help, the Dhaka Chamber now -offers training, pul lications, consulting services, and a
business information and service center, Operating costs of training courses are fully met from
participant fees.

Other organizations that provide services similar to those of BASC are the Bangladesh
Management Development Center (BMDC), Small and Cottage Industries Training Institute
(SCITI), MIDAS, the Independent University of Bangladesh (IUB), and the Bangladesh Institute
of Bank Management (BIBM).

Using a CCI as a vehicle to offer SME assistance has certain advantages. It strengthens the
CCI and allows SMEs to make business contacts as well as obtain training. A viabie CCI also
avoids some of the probiems of start-up and sustainability.

BASC ORGANIZATIONAL ACHIEVEMENTS AND !SSUES

As with any new organization, a large part of BASC’s initial efforts has been devoted to the
administrative and logistical problems of start-up.

BASC operated under MIDAS from August 1991 to July 1593. A comparison of achievements
with respect to targets set for that period of the Cooperative Agreement Amendrzin 1S su.>wn in
Table L-1, Appendix L. Most of the achievements are administrative and orruaizational and toox
considerably longer than expected.

In 1993, BASC was legaily incorporated with its own articles of association. MIDAS took 2
years to submit legal registration documents for BASC that the Mission would accept. Early drafts
included clauses that allowed MIDAS to maintain some control over BASC rather than
establishing BASC as an independent entity, as catled for in the IPP and the Cooperative
Agreement with MIDAS,

BASC has its own 13-member board of directors. Between December 1993 and November
1994 the board met five times. The Project Paper had indicated that BASC’s board should include

- two representatives from CCls and two from the Bangladesk government. No such directors have
been named, but this should now be considered an option of the sitting board. There is no
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requirement for such appointments mentioned in either the Cooperative Agreement with BASC or
BASC’s own articles of association.

A full-ime project director {PD) joined BASC in August 1993. MIDAS’ director of
development acted as a part-time (5S¢ percent) manager for BASC from 1991 to 1993. MIDAS
was extremely slow in recruiting a full-time PD. More than a year passed between receipt of the
first applications in 1991 and the first interviews in January 1993.

Nine of BASC’s 11 professional positions are staffed. Recruiting continues for the two
unfilled positions. Four of BASC’s professional staff were hired before the current PD was hired.

BASC has gone through a series of planning exercises, including

» The May 1993 First 5-Year Business Plan. prepared with support from an IESC volunteer
executive;

* A peeds assessment carried out in August 1993; and

e A revised business plan prepared in summer 1994 and used for the new Cooperative
Agreement between BASC and USAID.

The revised plan is more focused (i.¢., it contains fewer activities), and its targets appear more
realistic. However, the plan is still activity-oriented and does not include sales and income-
gencration targsts.

Lessons Laarned from the MIDAS Experience

General lessons learned from MIDAS are summarized in the Mission’s August 1994 Cffice of
Economic Enterprise (OEE}) report.'” The lessons most relevant to BASC are that

» Entrepreneunal training can increase business productivity for those entrepreneurs willing
to help themselves;

An active board of directors can help with marketing and planning;

Good staff make an organization strong;

Reputation is critical to success;

Institution building is 2 long-term process; and

Sustainability is not equivalent to vibrancy.

Two additional lessons relate specifically to (1) MIDAS s work administering BASC and (2)
MIDAS’s experience providing technical assistance to SMEs.

] 4 & & 2

Stewardship

MIDAS managers did not work diligently to faunch BASC because they (1) preferred retaining
the Cooperative Agreement within MIDAS and (2) anticipated that BASC could become a
competitor, both for donor-assisted SME programs and in the consuiting service market. MIDAS
was unable to act as a neutral incubator and did not facilitate implementation.

"This section is based on information from Peter Amato, “Poverty Reduction through Private Secior

Employment: Lessons Learned and Next Steps” (OEE of USAID/Dhaka, August 1994), Appendix A, pp. A-15to
A-17.
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Serving SMEs

MIDAS’s experience in conducting enterprise development activities indicated that certain SME
services such as information. training, feasibility studies. and market research could not be
provided without subsidies that adversely affected MIDAS' progress towards financial self-
sufficiency. The experience was one of the premises underlying the decision that MIDAS would
retire from providing these services and transfer them to BASC. BASC, it was hoped, could
orgatize to provide these services with less need for subsidies.

ACHIEVEMENT OF BASC BUSINESS PLAN TARGETS

According to its own business plan, BASC is performing weil in the area of training activities but
falling short of its plan targets in other areas (see Table 5-4). Although the target for generating
computerized project profiles was 50 for 19931994, only 7 profiles have been prepared; and
although the target for creating technology database briefs was 452, BASC’s datzbase currently
contains only 146 briefs. The computerized database of experts was not yet functioning in 1994,
BASC has approached 19 foreign orgapizations about technological lickage, and 13 bave replied
positiveiy, but there has not as yet been much activity (i.e., technology exchanged) or income
generated by virtue of these linkages. Recently, however, at least one commercial vendor, a
Chinese company with a2 low-cost rice mifling technology, has calied on BASC for help in
marketing in Bangladesh.

Some of these shortfalls are not sigrificant in terms of their impact on BASC’s ability to
charge for and sell its services. BASC has sold only two of its profiles (Tk 500 or $12 each) and
only three of its technology briefs (Tk 100 or $2.50 each).'® On one hand, if customer demand
for computerized project profiles or technology database briefs is not strong, then shortfalls in
development of these tools are not critical. On the other hand, it is difficult to see how BASC
hopes to compete as an intermediary or broker without a computerized database of sources of
technology and another database of SME clients—the very tools BASC needs to claim a
conpetitive advantage in matching buyers and sellers of technology.

As part of its agreement with USAID, BASC plans to bring out a newsleiter on enterprise
development and poverty alleviation that will incorporate news on all IPP components and
MIDAS. (Publication of MIDAS’ own newsietter has been discontinued.) A newsletter may help,
but BASC should be objective about how the newsletter is likely to contribute to its goals. It
might be better for BASC to think in terms of much wider and more frequent circulation, such as
an occasional BASC column about SMEs and technical assistance in an established periodical.

LINKAGE TO OTHER IPP COMPONENTS

BASC is in contact with other key personnel managing other IPP ~omponents and has contributed
to several joint activities. BASC’s executive director is a member of the Steering Committee for
the Policy Implementation and Aralysis Group (PIAG), and BASC has helped organize two Key
Person Forums to discuss PIAG’s policy papers. These forums were one-day events attended by
15 o 17 representatives from various Bangladesh government agencies, CCls, the World Bank,
large private companics, and USAID.

*Profiles are studies of industrial plants or processes (such as 2 mini edible oil mill), approximately 15 pages
in tength, some with drawings. Technoiogy bricfs are computerized one-page descriptions of equipment or
processes such as & mushroom steam boiler.




Table 5-4. BASC Achievement of Business Pian Targets for 1993-1894 and

Revised Targets for 19941588
19931954 1854-1995 1995-1995 1996~ 1997
1997 1998
: Activity Target Actual Target Revised Target Revised Taget Target
2 Reference lbrary tles as of February 195 — 568 — & — 60 60 60
Technology database (briefs) 452 146 - 3 — & 8 6
Project profiles 0 7 0 50 %5 80 50 S0
- Business directories and guideboois —_ 0 - 3 - 3 3 3
Newsietters and bulletins 2 1 2 6 3 6 3 3
Exhibitions 2 1 2 3 2 3 2 2
Technology procurement - G - 4 — 5 6 8
Establishment of inkages with sourcesof 10 13 6 6 8 10 7 5
technology and information .
Enterprise development and consultancy
Subsector shudies =~ 3 =~ 7 — & s 4
Subsector development programs 23 0 5 3 5 3 5 5 .
Database of experts @ 0 2 100 0 100 4 40 E
Consulancy assigrments 37 10 10 00 10 10+ 10+ "
Training
Short-term training couISes 3 18 3 19 5 2 3 7
Long-term training coursas —_ ] _ 4 —_ 4 — —_
Curriculum development - 0 & 4 1 3 2 1
Management textbocks and video programs 1 0 1 3 1 3 1 1
Seminars 2 0 6 3 2 3 g 2

Sources: Original targets from BASC 5-Year Business Plan, May 1993, Revised targets from Cooperative Agresment No. 388-
0075-A-00-4062-00 {September 1994). Aztual fgures from BASC management.

IESC’s country director is a member of the BASC Board of Directors, and BASC has used
the services of an IESC VE for two months to assist in preparing its 5-Year Business Plan for
1993—1998. Two more VEs are scheduled to assist BASC in developing curricula for
management-related training.

BASC has helped two enterprises prepare applications to [ESC for VE assistance. One was
for a new leather products exporting company in Dhaka; the other was a financialiy troubled .
liquid sugar manufacturing plant in northen Bangladesh.

BASC assisted efforts to introduce and promote the Small Industry Credit Insurance Scheme
(SICIS), sponsoring a seminar held in October 1993 and 2 traming program on financial analysis
for bankers and entrepreneurs organized in August 1994.
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BASC REPORTING AND USAID MONITORING

BASC quarterly reporting has not always been regular, and USAID monitoring has been unusually
iniensive for a Cooperative Agreement. Moreover, BASC has not been monitoring, assessing, and
reporting on the impact ot 1ts services on assisted firms, SMEs or otherwise.

The evaluation team has developed three case studies based on preliminary information from
BASC (see Appendix L). A better model for BASC would be the series of studies developed by
the cvaiuvation team from the IESC program information (sce Appendix K). BASC should develop
a stimilar case study method and reporting format for itself and for satisfying donor needs for
tmpact evaluation.

The Mission’s monitoring role in the case of BASC is a complex one. The responstbility for
general and financial management of BASC rests with the BASC Board of Directors. A
represemtative of USAID sits on the board in an oversight capacity related to the Cooperative
Agreement, grant funds from which account for 90 percent of BASC’s income. USAID’s role is
to see that the funds are used to achieve targets established in the agreement. USAID should not
be imvolved in BASC’s longer-term susiainability issues except to (1) remind the board that future
grant funding from USAID is uanlikely and (2) clarify that BASC has no contractual obligation to

sustain the level of activity supported by the Cooperative Agreement once the agreement has
expired.

CONCLUSIORS

As it now functions, BASC is not reaching ¢nough SMEs to fulfill its targets under the
Cooperative Agreement and is generating less than one-tenth the income needed to cover
operating cosis. BASC’s costs are high in comparison not only to its earnings but to the sumber
of clients served. By the end of FY 1994 BASC had trained about 900 individuals and helped
about 200 private sector SMEs, at a total cost of about $560,000. The average cost per individual
trained is $622 (Tk 25,000). BASC’s average income from training is $22 {Tk 900) per person.
BASC has not been monitoring impact and does not know if it is providing 2 service that is worth
Tk 235,000 or only Tk 900 to its participants.

BASC has to increase its impact without letting costs rise much more; to do this, it has to
increase the effectiveness of its current staff. BASC’s management is facing the same dilemma
faced by any servicc finrs that wins a big contract. The obligation to perform under the contract
requires a staffing and expenditure fevel that may not be sustainable afier the contract expires.
BASC’s first obligation is to deliver the outputs expected under the Cooperative Agreement on
‘time. This will require staffing up to the level needed, on the understanding that employment is
grant-dependent. BASC can use the period of the Cooperative Agreement to determiine if there is
a viable fong-term market and scalc of operaiions that would be feasible in the absence of its
grant funds. If the answer is negative, BASC must be willing to cease operations at the end of its
Cooperative Agreemznt grant.

Market information to date is poor, and BASC will have to experiment with pricing and
selling its brokering services to SMEs. No one knows the real extent of the market or the
willingness of firms to pay. BASC will be breaking new ground and may find out that the market
1S too smali to attract the kind of professional services that BASC offers. BASC doubled its '

-income in FY 1994, but only by turning to consuiting for firms large cnough to pay full market
- price for private sector consultants.
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By accepting consulting and training assignments from large business clients, BASC is
competing with private sector enterprises that offer similar consulting and training services. While
BASC is grant-funded it faces a dilemma. If BASC underbids private sector competitors for
consulting assignments, those same competitors may feel BASC is using its USAID grant funds to
an unfair advantage. If BASC always bids higher than its competitors, it will not win enough
work to be self sustaining.

To avoid charges of unfair competition, BASC should not provid: consulting services to _
clients capable of paving market rates. It can continue to offer training services to any company
at market rates, but it showld offer consulting services only to those SMEs that cannot pay the
- going market rates for private sector consulting services.

BASC can fulfiil the terms of its Cooperative Agreement successfully without achzcvmg
sustainability, and serving SMEs should be its first concern. If BASC can find an efficient way to -
‘serve as intermediary between SME clientele and providers of technology, it will have
demonstrated that there is a demand from SMEs and that BASC can serve it better than any o
‘institution has so far. Such an achievement might attract funding from other donors and sponsors.. -

RECOMMENDATIONS
‘Notification of Termination of Funding

The Mission should continue to advise BASC that USAID funding will cease at the end of the

current Cooperative ‘Agreement in 1996. BASC has to give first priority to serving SMEs and

achieving the targets set forth in its Cooperative Agreement. if this type of work cannot be
supported at market prices. BASC records should be good enough to document the extent of the

subsidy required. BASC should not engage in consulting services for clients capable of paying
market prices.

Regular Impact Assessments

BASC must begin providing USAID with regular impact assessments in a format that responds to -
USAID’s requirements. At a minimum, BASC needs to repost on changes in investment,
employment (with specifics on women), and sales or earnings at client enterprises receiving
assistance from BASC, particularly when such changes are partly related to RASC’s assistance.

Market Survey

BASC should underiake a sample survey of what SMEs actually spend on outside consulting

services, and the kind of service they purchase. This can be done by interviewing both SMEs and-
providers of services.

Market Development

BASC should assign each professional specific responsibility for contacting potential SME clients -

and selling BASC’s services, Each of the 10 BASC professionals should be responsible for (1) .

- identifying 15 legitimate SMEs that can be helped by technology or management assistance, (2)
arranging to locate the help needed, and (3) doing all the foliow-up necessary to document the -

. impact of the assistance. if each person meets his or her gozl, BASC will have helped 150 SMEs
and will have 150 case studies to show for it. In the process BASC may also generate more
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mcome. Individuals who successfuily assist more than 15 clients should be considered for special
_recognmon or incentive awards. '

Assistance tor IESC and PIAG

BASC sheuld coniribute to PIAG’s efforts to assess the impact of regulatory reforms at the SME
level ard identify reform issues critical to SMEs. BASC should offer to assist [ESC in reaching
small-scale entrepreneurs, perhaps by organizing a group of similar enterprises tc be served by
one volunteer executive working for a few days with each enterprise.

Training and Translation of Training Materials

If BASC cannot generate enough interest among SMEs for its technology brokeragc services, it
should spend its resources on training, charging rates roughly equivalent to those charged by other
- providers of business training services. Both BASC and the Mission shouid seriously counsider the
SME needs for basic business texts and materials in Bengali rather than in English. Use of BASC
resources for translation of important text might be considered. '

BASC as Funding Source for Technicai Assistance

‘The Mission should consider using BASC to administer a program that partially subsidizes pnvate
sector providers of technical assistance to SMEs. In effect, BASC could be authorized to pay part
of the trainmg costs of azy SME umnable to pay the full costs of training provided by a private
sector firm or a CCl. This would immediately make the private sector firms and the CCls
. interested in attracting more SMEs to their programs. This arrangement would increase IPP’s _
reach to SMEs, help develop private sector business advisory services, and dispel the notion that .
BASC is a competitor. The CCls and private sector firms would have to (1) apply to BASC, (2)
allow BASC to inspect the applicant SME and the proposed assistance or training, and (3) agree

to provide follow-up information on the clients tec BASC. In return, BASC would pay the provider -

2 fixed amount toward the cost of training each SME or employee. This amount could be hxgher _
for training provided to rural SMEs.

To increase the probability that training subsidies would iead to job creation, BASC couid
approach larger, established firms in Bangladesh and offer to assist them with the cost of training
-SMEs to become local suppliers of some otherwise imported inputs. The larger firm would have
‘to help by specifying the SME and the training needs. The Mission and BASC would have to be
confident of BASC’s ability to screen applications properly. Suchk an approach has the potentlal to
vastly increase BASC’s unpact, but would still not make it financiaily sustainable. :

Suggested Alternatives to BASC

Some of the functions and outputs expected of thc BASC component could be achieved using
private sector alternatives that are likely to be less expensive than starting up a new eatity like
BASC.

The work of disseminating technical or market information or even matching SMEs with
suppliers of technology could be performed by a Bengali-language periodical or annual directory.
Such publications could also carry useful articles for SMEs and advertisements from consulting -
and training firms. An SME colwmnn in an existing privaic newspaper would be even less
_cxpenswe :
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Providing training to SMEs can be financially attractive to private sector firms, depending on
the scale of the program. It should be possible for an efficient private sector orgamization to
provide training to a group of SMEs in an urban area without a subsidy. The Mission could
encourage existing private sector training programs to reach even more SMEs by offering to
subsidize a portion of the trzining, particularly training that reaches outside urban areas.

Providing customized technical assistance (i.c., good consuiting) to any firm is costly and
risky. It may be that SMEs lack the scale, market opportunity, and management ability to use
customized consulting products efficiently. SMEs also have a iimited ability to pay for outside
assistance of any kind, so it is not unreasonable to expect that providing special consulting
services to SMEs will be more costly, more risky, and less profitable than providing consulting
services to more advanced firms. The private sector is not likely to provide such services in the
absence of a subsidy. The Mission could offer a program fo partially subsidize consulting services
provided by private sector firms to SMEs. Because such a program would be difficult for the
- Mission to manage and would not be self-financing, the Mission should choose an administrating
body that is otherwise viabie, such as a dues-supported business organization, or even a private
sector company.

One approach to providing technical assistance to SMEs could be modeled on the IESC
program, which has succeeded by using expatriate volunteers to assist medium- and larger-sized
enterprises in Bangladesh and elsewhere. A local analog could be built on a local NGO providing
local experts, cither volunteers or partially compensated volunteers, to assist SMEs. The IESC
could help design this program, select the best local contractor, and assist in evaluations. Each
case of assistance would have to be documented in the same (but improved) fashion that IESC
uses for its VE assignments {see Chapter 4).

The Mission may be able to tap volunteerism and private sector resources interested in
helping SMEs by sponsoring a competition for plans on how to assist SMEs, offering to partially

finance the most attractive proposals. The competition could be open to private, for-profit firms as
well as to NGOs.
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6. Bangladesh United States Business
Council (BUSBC)

BACKGROUND

‘The Baangladesh U.S. Business Council (BUSBC) is a nonprofit PVO incorporated in the United
‘States to promote U.S. foreign investment in Bangladesh. Funding for this component of the
Industriai Promotion Project (IPP) ended in 1991; it is no longer active as an IPP component.
However, BUSBC’s executive director {(ED), Mr. Osman Yousuf, maintains a U.S. telephone
listing for BUSBC, and the organization occasionally sponsors activities promoting U.S.
investment in Bangladesh, inciuding a luncheon for Bangladesh’s Minister of Finance during his
.visit to Washington, D.C., in Decemnber 1594,
Between 1989 and 1991 BUSBC was part of IPP’s emphasis on advisory services, along with
-the Business Advisory Services Center {BASC) and the International Executive Service Corps
.(IESC). All three entities were expected to contribute to Qutput 2, "increased business use of
- improved technology and management practices.” BUSBC had existed since December 1987,
when it began operations with the help of funding from the USAID/Bangladesh’s Technical
Resources Project. By 1989, BUSBC was already registered in the United States as a nonprofit
organization under the laws of the Commonwealth of Virginia.”? IPP continued BUSBC’s
funding for two more years.

The logframe specifies that by the end of the project BUSBC should have (1) “establish[ed]
formal links with chambers and the American Bangladesh Economic Forum” (ABEF) and (2)
"produced 24 investment reports available in USA and business opportunities created in
Bangladesh.”

The end-of-project status (EOPS) projected for BUS3C was that it should be "80% self-

-sufficient and providing investment information and liaison services for existing and potential U.S.
investors.”
- BUSBC’s Cocperative Agreement with USAID stated that BUSBC was organized to “create
~an awareness among the American business community and acquaint them with trade investment,
develepment projects, tourism, and other commercial opportunities offered by Bangladesh,
- thereby promoting business and investment between the two countries.”

Before ending in 1991, funding for BUSBC under IPP amounted to $144,000, covering 1989,

1990, and part of 1991. These funds were totally expended.

BUSBC ACCOMPLISHMENTS

BUSBC aever established formal lirk: with ABEF and never achieved financial self-sufficiency.
BUSBC did produce some investment cpportunity studies and promotional materials. It also

~ sponsored some investment missions, but none led to any known investments. Table 6-1-
 summarizes BUSBC’s achievement of its logframe targets.

PState Cable 032956 regarding PVO status (1989), USAID/Bangiadesh.




Table 6-1. BUSBC Achievement of Logframe Targeis

) Percentage of
Target Achievement Target
EQPS: 80 percent selfsufficient BUSBC providing  Less than 10 percent of annual operating casts funded 16
investment information and Raison services to by dues; ansther 2 percent funded by foes and other
existing and potential 1.5, investors income
Outputs: BUSBC estabiished formal iinks with ko formal links established 3
chambers and ABEF
Inputs: 24 investment reports available in Hnited Inputs: 11 investment opportunity reports producad in €0-70
States and business opportunities created in addition o brochure and video; responses given o
Bangtadesh inquities about business opportunities in Banglatiesh

Note: EGPS = End-of-project status.
Sourca: iPP Project Paper, Section 3.5, p. 18.

Formal Links with ABEF and Chambers of Commerce and industry

BUSBC never established formal links with ABEF or the chambers of commerce and industry
(CCI). Despite the fact that these organizations had several members in common, their relationship
to BUSBC involved more envy and disrespect than cooperation. From the perspective of ABEF
and the CCls, BUSBC lacked legitimacy as a representative of the interests of existing U.S.
mvestors or businesses in Bangladesh. These organizations bad not played a role in creating
BUSBC, selecting its director, obtaining funding, or setting the agenda. BUSBC was run almost
exclusively by a dynamic executive director, the aforemeantioned Mr. Yousuf, who cultivated the -
direct support of the Bangladesh government, as well as that of USAID and certain U.S. business
mterests. BUSBC did not treat ABEF or the chambers as part of its constitueacy.

BUSBC's executive director reported that he did ask ABEF to act as the Dhaka office of
BUSBC and also that he made a proposal to ABEF to jointly sponser a trade show on .
environmental technclogy. However, these overtures occurred as BUSBC funding was running out
and ABEF declined bota offers.

Although there is currently no official BUSBC office in Dhaka, inquiries are channeled to the
offices of SYF Group, Inc., Mr. Yousuf's own company. The listed telephone for BUSBC in the
United States also rings at SYF Group’s Virginia office.

Sector Studies

BUSEBEC was expected to produce 24 investment reports for distribution in the United States. It did
produce the following several sector studies and other publications that advertised business and
_investment opportunities in Bangladesh:

Bangladesh: A Review of Industrial Sector Studies, 1990 (72 pages, 10 sector studies);
Bangladesh: A Weicome Choice for Invesiments (20-page color brochure), 1990;
Electronics in Bangiadesh: Exploring the Opportunities, 1989; and

Bangiadesiz A Country with Potential (10 minute slide show on videotape, $35 each).

L] L] * &
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Eariier, before receiving IPP funding, BUSBC had prepared

«  Guidelines for Joint Veniures in Bangladesh, 1988;
» Agquaculture in Bangladesh: Information for Investors, 1988; and
+ An Investor's Guide to Business in Bangladesh, 1989.

BUSBC also produced approximately 12 quarteriy bulletins that were mailed to some 900
companies that expressed interest in Bangladesh. A Business Information Package costing 523 and
contaming several BUSBC publications was also produced, as was a final report covering
activities and accomplishments during the period of IPP funding (1988-1990).

investments Faciiitated

In interviews with the evaluators the executive director could not offer an example of any
investment in which BUSBC played a pivotal or critical role, but he fecls there are still some
investments under consideration that may occur in the future and that did utilize BUSBC services.

‘During the period of IPP funding, BUSBC sponsored seven conferences and serninars and two
investment promotion missions. In 1989 BUSBC organized a series of seminars in New York,

“Houston, and San Francisco for a delegation from Bangladesh headed by Prime Minister Moudud
Abmed. In 1991 BUSBC held 2 1-week mission to Washington, D.C., New Crleans, and San
Francisco, headed by Minister of Industries Shamsul I. Khan, These missions did not involve U.S.
investors traveling to Bangladesh, but rather contingents of Bangladesh business representatives
and government officials traveliing to the United States in search of potential investors. The final
report on the 1991 investment mission says that the mission did "facilitate the development of
specific joint venture pro_lec!s in Bangladesh,” but no specific venture is cited. Participants
recommended that future missions (1) seek to promote trade as well as mvestment and (2} focus
on specific sectors such as electronics and agroindustry.

The ED told evaluators that BUSBC’s U.S. office received many mauiries for information
about trade and investment opportunities in Bangladesh. The majority were general in nature or
related to ‘he ready-made garment (RMG) business. The ED was not aware of any investment that
might ha » occurred as a resuit of these inguiries. He did believe that BUSBC had played an
initial, {* Jitating role in the case of four projects, one or more of which may eventually lead to a
significa. : investment in Bangladesh:

+ Software development project started by Bangladeshi software engineers in the Boston

area. This project was abandoned when IFC declined to take an equity position.

« Connecticut dairy company project planned in partnership with a Bangladesh
pharmaceutical company. The project was abandoned because Bangladesh tariff structures
made imports of key comporents too expensive for the project to be profitable.

« Olympia Motors, a project to build an assembly plant in Dhaka for small, four-wheel,
light-weight utility vehicles. Olympia Motors has invested in developing a prototype, and
part of the investment to date bas been made in Bangladesh with local partners; however,
the project is still in a3 development phase.
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« Coal mining project initiated by a Utah company, BHB. that had been investigating
projects in Bangladesh befor BUSBC was created. BHB becarfic & member of BUSBC
and relied on their services to track information on Bangladesh’s foreign investinent
climate, especially in the mining sector. Today BHB is still seeking to negotiate a mining
concession in Banpladesh, but has net yet done so.

Records and Follow-Up

BUSBC’s reports to USAID do sot indicate that its U.S. office kept a set of organized records of
the type that a professional investment prometion effice should keep (e.g.. telephone logs, data on
inquiries, responses, referrals, follow-up actions). A 906-name U.S. mailing list was assembled but
not used as a database. Apparently BUSBC made some direct referrals to private businesses in
Bangladesh, but did not make referrals (of U.S. inguiries) to the chambers or the ABEF. The
mailing list was not shared with ABEF or the CCls.

SELF-SUFFICIENCY

BUSBC failed to generate a source of steady revenue large enough to cover iis operating costs.
During its life BUSBC had between 26 and 33 dues-paying members in the U.S., each of which
contributed between $200 and $300 annuaily. That income, $5000 to $7000, covered less than 10
percent of annual office operating costs (before programs and events). Other fees and pubhication
sales brought in another 33000 per year in some years.

BUSBC operated under 2 Cooperative Agreement with USAID from December 15, 1987,
through December 1990, USAID funding for that period totaled about $323,750 ($144,000 from
IPP). Through membership dues and fees BUSBC raised another $28,000. In late 1990 BUSBC
reportedly received an unconditional grant from the Bangladesh government for $100,000 in
support of its programs.” USAID also extended the Cooperative Agreement {CA) period an
additional 6 months (January—June 1991) for a2 BUSBC-spousored investment mission from
Bangladesh to the U.S. 1o 1991. Afier the May 1991 cyclone, the investment mission was
rescheduled and BUSBC’s CA was extended without additional funding. The investment mission
was completed, and the CA expired in September 1991, In 1994 BUSBC still solicited dues from
a small core of less than twenty members.

RECOMMENDATION

BUSBC is an mactive component of IPP. No effort should be made to restart this activity. The
only recommendation is that ABEF ask BUSBC for a copy of its mailing list, if ABEF thinks this
would be useful.

*Although not made under the specific terms of the Cooperative Agreement, the $100,600 grant represents a
significant if unusual "host country contribution” to an USAID-funded initiative. Moreover, the government grant
was apparently made in dollars. l
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LESSONS LEARNED

The experience of the BUSBC component of IPP offcrs six lessons:

1.

BUSBC undertook an ambitious agenda that was not financially sustainable without
government or donor funding. BUSBC pursued the agenda as long as donor funds lasted
and never made viable plans for self-sustainability. BUSBC’s dues-paying members were
mostly U.S. companies already operating in Bangiadesn, but BUSBC’s activities were
focused more on helping the Bangladesh governm-at to attract new mvestors than on
serving the needs of existing members. The expensive promotional activities that BUSBC
pursued were consistent with the terms of its Cooperative Agreement, but no one could
expect its dues-paying members to fuad such activities in the absence of doner or BDG
funding.

Stipulation in the Cooperative Agreement that BUSBC esteblish links with ABEF and the
chambers of commerce and industry was not enough to make that linkage happen. BUSBC
was not 2s good at making allies with private sector orgauizations as it was at obtaining
support from USAID and the Bangiadesh government.

implementation through an NGO with favorable ties to the government was quicker than
would have been possible working through a2 government ministry.

The BUSBC program did have some technological "spillover” effects. It belped improve
the way Bangladesh businessmen and officials thought about attracting foreign investinent.
After IPP funding expired, BUSBC’s executive director was hired by the Bangladesh
government in 1992 to develop a plan for reorganizing and strengthening Bangladesh’s
Board of investment (BOI). In 1994-1995, Occidental Petroleurn negotiated ae oil and gas
exploration and production agreement with the BDG using Mr. Yousuf's services—skills
and processes he leamned while director of BUSBC.

There is a long lead time, and a low success rate, between the time efforts are made by an
investment promoetion agency and any eventual investment.

In the context of modern communications and transportation, the need for developing
countries to establish investment promotion offices in developed countries is questionable.
It was argued BUSBC was needed in the U.S. because Bangladesh’s embassy personnel
were not capable of adequately promoting investment opportunities. This argument,
bowever, cannot explain why foreign direct investment in Bangladesh from Korea and
Malaysia vastly exceeds that from the United States. Serious international investors from
Korea, Malaysia, or the United States rely very hittle on any local embassy or promotion
office for information or contacts that are critical 1o their investment planning.
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Appendix A

SCOPE OF WORK FOR INDUSTRIAL
PROMOTION PROJECT EVALUATION

IQC No. AEP-5451-1-00-2058-00
Delivery Order No. 16
Attachment A

1. Activity Identification

The activity to be evaluaied in the Industrial Promotion Project (388-0076), which began in 1989
and will end in 1996. IPP consists of a bilateral component and several non-biiateral components.
The bilateral component, the Policy Implementation and Analysis Group (PIAG), is implemented
through a Project Grant Agreement (ProAg) with the Government of Bangladesh (BDG) with
suppon from the Ministry of Industries (MOI). Non-bilateral components, carried out under
separate institutional agreements, consist of the International Executive Service Corps (IESC), the
Business Advisory Services Center (BASC), and the Bangladesh-1.S. Business Council (BUSBC).
A final component, the Small Industries Credit Insurance Scheme (SICIS), is planned for
.implementation in conjunction with the Office of Investment in USAID Washingten.

L. Purposes of the Evalnation

This is the first assessment of activities and takes place in the fifth year of a seven-year project.
The purposes of the evaluation are: (a) to provide an assessment of project progress to date in
relation to the project purpose and planned program outputs, (b) to assist USAID and other project
stakehoiders to identify short and medium term changes to project implementation to improve
project performance, and (c¢) based on the experience with project to date to suggest future
directions for private sector development in which the USAID/Dhaka Mission might invest.

11i. Background

The purpose of the Industrial Promotion Project (IPP) is "to reduce policy, technological and
credit constraints to Bangladesh private sector investment.” IPP activities reinforce Mission:
Strategic Objective No. 2: “increased employment, productivity, arnd competitiveness in the
-agricultural, financial and industrial sectors by strengthening market mechanisms in the industrial
sectors, improving technology and efficiencies of business enterprises and business support
organizations. Achievement of this strategic objectives and others is expected to lead to the
Mission subgoali of sustainable eccnomic growth with increased participation of the poor, and goal
‘of increasing the proportion of Bangladeshis living above the poverty line.

The Mission has recently revised the logical framework of IPP to bring it in line with current
Mission strategic objective for economic growth. While the earlier IPP logframe goal emphasized
employment creation in the Bangladesh private sector, the revised one more broadly aims at
*increased employment, productivity, and competitiveness.” IPP seeks program outcomes in three
areas:
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« Reduced policy. legal and regulatory constraints impeding business expansion and
mvestment;

« Increased business use of improved technology and management practices, and

= Increased access to private bank lending by micro, small and medium businesses in
Bangladesh.

Although launched in 1989, project implementation has been slow because of inadequate staffing,
disruptions during 1990-91 national potitical upheavals, the April 1991 cyclone and the Gulf war.
In some ways the slow take-off has been fortuitous. A new democraticaily-elected government
came into power in 1991 which embraced market-oriented economic goals. The GOB’s 1991
industrial Policy, which the Prime Minister celebrates as the "most liberal in South Asia," was
promulgated, expanding the potential for what IPP might achieve in policy reform. Also, IPP can
now leverage up to $175 million in industrial sector investment credit by the World Bank —
designed to produce policy reforms — under the Industrial Sector Adjustment Credit {(ISAC-1 and
-2).

The components of IPP are expected to contribute to the achievement of the purpose of the
project as follows:

Policy Implementsation and Analysis Group: PIAG is designed to help the Government of
Bangladesh to implement Bangladesh’s 1991 Industrial Policy and to assist the Ministry of
Industries specifically to identify legal, regulatory and procedural constraints to industrial
formation due to policy implementation problems, and to conduct industrial and non-industrial
poticy analyses in support of deregulation and other reforms.

PIAG began in late 1992 with the signing of a contract with the InterAmerica Management
Consulting Corporation {IMCC), and the PIAG office in the Ministry of Industries only became
functional in late 1993. This component is scheduled to end in September 1994 but may be
extended one year.

Business Advisory Services Center: Launched in late 1991, BASC is a non-bilateral component
of IPP designed to provide consulting services management and other training and technical and
market information to interested Bangladesh businesses. Initially, it was operated as a project of
the Micro Industries Development Assistance and Services (MIDAS), whick was entrusted with
the task of launching BASC . In October 19 9 3, BASC was registered as a company limited by
guarantee, with a board made up of distinguished Bangladeshis.

International Executive Service Corps: Another dimension of the businesses services component
of IPP, IESC was registered in Bangladesh in 1989 as a US-based non-profit organization . This
is a non-bilateral component of IPP which is funded by USAID in Washmgton, D. C. IESC/B
began fielding highly skilled U . S . business and other executive volunteers in 1991 to assist
selected businesses and other institutions to increase productivity and overcome their technical
problems. There are plans to extend the component at no additional cost.

Bangladesk - U. S. Business Council: Based in the United States, BUSBC aimed to encourage
business links between the two countries . USAID’s assistance to this component ended in 1961.

Small Industries Credit Insurance Scheme: SICIS is a legislated loan guarantes program, run
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by the Office of Investment in USAID Washington. This component is aimed at fostering the
expansion of small businesses in Bangladesh . The Office of Investment has indicated its
willingness to commit guarzntees to qualifving private banks, for loans ranging from $1.250 -
$5,000.
In October 1993, USAID in collaboration with the Ministry of Industries and BASC organizcd
~a workshop on loan guarantee options including SICIS. Although a few private banks have
showed interest on SICIS since the workshop, no epplications have been submitted to date.

| IV. Statement of Work

- The Contractor sha!l assess both macro and micro effects of the various components of this
project:

+ At the macro evel, the Contractor shall atternpt to gauge the contributions of the
components in promoting Bangladesh’s industrial investment, production and empioyment.
More specifically, the Contractor shall assess the extent to whick the indicated activities
have been carried out in relation to pertinent logframe outputs and/or expected
achievements. Macro econormic secondary data, case studies, interviews with project staff
and with project beneficiaries may form the major source of information.

» At the micro level, the contractor shall assess the level and effort of implementation of
activities agreed upon by the participating contractor and/or institutions. For enhanced
effectiveness, the Contractor shali also recommend adjustments and modifications to the
remaining piauned actions under each of the components. Furthermore, the Contractor
shail suggest how USAID may benefit from the lessons leamed from this project in
developing future projects refated to the industrial sector.

The Contractor shali attempt to address specific issues for each of the compoaents of the iPP
inclading:

The Contractor shall address the following issues and questions regarding IPP’s comporents:
PIAG:

1. The effectiveness of PIAG to date, opportunities available, and the potential for future impact
in improving the investment climate in Bangladesh. The actual and/or poientia! impact of PIAG
activities on empioyment, productivity, and competitiveness.

2. Has the component contributed to enhancing policy implementation exercise within the Miristry
of Industries and outside? What has been PIAG’s contributions in strengthening MOI’s ability and
willingness to implement policy reforms?

3. What role is PIAG playing in stimulating policy reform dialogue? How effective has been
USAID’s monitoring strategy? Are any changes during the remaining period of the project
recommended?
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BASC:

i. Assess BASC’s Work Plan, inclucing its Five Year Business Plan, in terms of its stated
obiectives and sustainability.

2. Evaluate the administrative and professional performance and achievements of BASC so far,
and its potential for improvement. To what extent has BASC been successful in promoting smali
and medium-sized industries and women-owned enterprises?

3. Can BASC become self-sustaining? If so, under what conditions? Is there adequate demand for
BASC-type services? What other services should BASC provide?

4. Compared to other components of IPP. BASC receives closer monitoring and technical support
from USAID. How effective has the monitoring of BASC by USAID been? How caa it be
improved?

5. Are there lessons from the MIDAS experience “vhich should be considered in promoting
BASC?

6. How effective and useful have BASC's linkages with other IPP components been?

7. Is the concept of BASC brokering advisory services viable? Will it be more effective and
sustainable for BASC to build Itself up as a consulting firm providing services directly to its
clients?

IESC:

1. How effective have the IESC volunteers been in enhancing employment, productivity, and
profit for Bangladeshi enterprises? IESC has typically catered to medium and large businesses and
not to small enterprises as originally envisaged. Should attempts be made to accommodate smalier

units?

2. How effective has the program been in selecting the firms and matching them with suitable
volunteers?

3. How effective has IESC home office and in-countr:' support been to the program?
SICIS:
1. What is the expected demand for SICIS resources by private banks in Bangladesh?

2. What are the principal constraints of private banks on developing the capability to provide
credit gap lending? Economic? Administrative? Social or political?

3. What actions must SICIS participating banks taie to effectively respond to demand for micro,
small and madium scale business lending?
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4. Now that the Bangladesh Bank (central bank) has launched its own Small Industries Loan

Guarantee program, what is the appropriate role for SICIS? Are the programs coraplementary orf
duplicative?

Bangladesh-U.S. Business Council:

I. Review and comment on the components activities and achievements in relation to planned
component outputs and accomplishments.

2. Suggest what lessons may be leamnt from this componem?
V. Metbodeology and Data Sources

The contractor shall determine an appropriate evaluation methodolegy of suitable analytic nigor.
The Mission suggest that the study approach include the following:

1. Review of project reports, including, inter alia:

a} Industrial Promotion Project Paper of USAID/Dhaka, 1989 (388-G076)
b) Project Grant Agreement between GOB and USAID for IPP, August 31, 1989
<} Project Implementation Order/Technical Services (PIO/T) of PIAG

d) Contract between IMCC and USAID on PIAG

e) IPP original and revised logframe

f) PIAG’s Work Plans

g) BASC’s Work Plan for 1994-96

h) IESC reports

i} BASC’s Five Year Business Plan

1) Cooperative Agreement between USAID and MIDAS on BASC

k} Memorandum and Articies of Association of BASC

1} BASC section of MIDAS evaluation.

2. Interview key Individuals of the various IPP components, including:
PIAG: MOI senior officials, PIAG staff, private sector entrepreneurs, business associations.

BASC: BASC Board Members, BASC staff, selected entrepreneurs who have received
services from BASC, and similar other enterprises which have not.

" IESC: Selected IESC-assisted enterprises, and small and medium enterprises which have not
participated in the program.

SICIS: Commercial banks that are participating/showed interest in participation; commercial
banks which have not responded to the program; selected commercial banks that are currently
implementing GOB’s small industries loan guarantee scheme; officials of Bangladesh Bank
and the Ministry of Finance.
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3. Selected case studies of businesses which have received services of BASC and/or IESC.

V1. Team Compeosition

Ali team members should have experience in conducting evaluations in developing countries. All
should have excellent amalytic ability and wnting skills.

Team Lesder: The Contractor shall propose one of the Expatriate Team Members to be Team
Leader. The Team Leader shalil coordinate and manage the team in the conduct of the evaluation,
and shall lead the production of the report. Consequently, s/he should have significant experience
in evaluations, and should possesses excellent interpersonal, managerial and writing skills.

The Contractor is responsible for identifying, contacting, and obtaining the services of the
Bangladeshi team member and other Bangladeshi support and/or professional services it needs.
USAID/Bangladesh can suggest contacts for identifying the Bangladeshi team member shonid the
Contractor wish.

VIl. Performance Period and Level of Effort

The evaluation should begin in Bangladesh October 1, 1994. All team members will be required in
Bangladesh for four weeks on a six-day work week. Two person days should be aliocated
Washington, D.C. either before or after the work in Bangladesh to: (i) meet with AID’s
Bangladesh desk officer to discuss and review materials on BUSBC; and (it} meet with
representatives of BUSBC to discuss their views on the project. The Contractor shall determine
which of the two expatriate consultants wili conduct these meetings. The Team Leader will have
up to five work days in the U.S. to complete the final version of the evaluation report.

A six day work week in Bangladesh is authorized

VIIL. Reporting Requirements

A. Delivery: The Contractor shall submit a first draft of the evaluation report before the team
departs Bangladesh, and shall debrief Mission staff on the major findings and conclusions. The
Contractor shall submit at least 50 copies of the final version of the evaluation report to
USAID/Dhaka within two weeks of receipt of the Mission comments on the draft.

B. Evaluation Report Format:

« Executive summary: approximately 3-5 pages

» Statement of Findings, Conclusions, and Recommendations: Findings and Conclusions
shall be succinct, with the topic identified by 2 short sub-heading related to the area(s) of
investigation identified in the Statement of Work (Section I'V). Recommendations shali
corresponrd to major findings, be prioritized, and specify who or which agency should take
recommended action and the recommended time-frame. (The Statement of Findings,
Conclusions and Recommendations may be included as part of the Executive Summary.)

~ « Body of the Report: The report shall provide the evidence and analysis to support the

findings and conclusions. Data presented in the report shall be aggregated by gender to the
extent possible. The report shall not exceed 40 single spaced pages, unless otherwise
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agreed by USAID in advance.
+ Anncxes: Shall include at least the following:
Evaluation Scope of Work
Resumes of Team Members
~ Description of Evaluation Methodology

Bibliography of Documents Consulted
List of Persons Contacted
Case Studies

AID Evaluation Suminzry: The Contractor shall complete Section H, “Evaluation Abstract” and
. Section J, "Summary of Findings, Conclusions, and Recommendations” of the AID Evaluation
Summary, and submit these to USAID/Bangladesh with the Evaluation Report.

- IX. Team Mesctings and De-Briefings

The evaluation team shall meet upor arrival with the Director of the Office of Economics and
Enterprise, the Supervisory Private Enterprise Officer, the Project Officers and the Mission
Evaluation Specialist. The team will be introduced to the PIAG team, BASC officials, and IESC’s
local representative within the first week of the visit.

The team shall present a workplan and outline of the final report to USAID for approval by
the Project Officer and Evaluation Specialist within one work week of arrival.

The team leader and other team members, as appropriate, shall meet weekly thereafier with
the Project Officer and the Evaluation Specialist to provide verbal reporting on the progrcss of the
~ evaluation.

- The team leader shall conduct a formal debriefing for USAID/Bangladesh and other project
stakehoiders prior to departure from Bangladesh. S/he shall submit a draft version of the
‘evaluation report three days prior to this dcbnefmg

USAID and other project stakeholders will review the draft report and will convey COMEnents
on i, in writing, to the Contractor no later than 10 working days after receipt of the draft. As
noted in Section VII, the Contractor shall submit the final version of the report to USAID within.
3 work weeks of receipt of comments. :

X. Logistics

The Contractor shall organize the logistics of the evaluation. This includes accommeodation, office
space, computer rental, secretarial and other support services, transportation, and interview
- scheduling. USAID staff will provide adv:ce and assistance wherever possible to facilitate
logxsucs
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N NATHAN ASSOCIATES

| NAME: John W. Varley
CIMIZENSHIP: United States

EDUCATION: M_.A_ Intemational Econo.ni-s. Johns Hopkins University, 1971
: B.S.F.S.. Georgetown Un' __rsity. 1969

- LANGUAGES: English; Spanisk, French
_ COUNTRIES CF WORK
: EXPERIENCE: Bangladesh. Costa Rica. Eastern Caribbean, Egypt, El Salvador,

Guatemala, Honduras, Korea, Nepal, Nicaragua, Northern Marianas
Islands. Pakistan, Panama, Philipppines, United States

' EXPERIENCE SUMMARY:

Mr. Varley. 2 principal associate at Nathan Associates, is an economist and financial analyst with more
than 20 years of experience in financial analysis. project management, project appraisal, business planning.
budgeting, and sector or program evaluation on assigniments for international development agencies,
~ development banks. government agencies, and private sector investment groups. Mr. Varley has completed
© two long-term financial analysis assignments in Bangladesh. During 1992, he worked on long-term
* financing and capital markets studies for the Bangladesh Central Bank as part of A1D.'s Financial Sector
Reform Project. From 1989 to 1991, he served as the Chief Technical Adbviser for a joint project between
*_ the Asian Development Bank (ADB) and the United Nations Development Programme (UNDP) to improve
staff capabilities and rehabilitate the portfolios of the two development finance institutic ns (DFis) in
Bangladesh. He advised management on a program to improve financial performance and prepare for the
privatizatior: of one of the DFIs. Mr. Varley's broad experience has also allowed him to apply project
appraisal techniques to a variety of industries and infrastructure projects. He is currently undertaking a -
market analysis for the preliminary determination of the feasibility of 2 proposed fishport (to be financed
- undera BOT/BOO scheme) in the Philippines. He has alse worked on feasibility studies for several port:
development projects in the United States and Panama. In 1993, Mr. Varley developed and delivered a 5-
~ week course in project appraisal to engineering and economic staff of the Project Preparation Department
of the Ministry for Public Works and Water Resources in Egypt. : '

 EMPLOYMENT RECORD:
Pnuapal m, Nathan Associates Inc., 1986-present. Long-term assignments include the following

USA Director. Financial Sector Services Practice, International Division.
1993-Present o
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Philippines
1994

Egypt
1993

Bangladesh

1991-1992

Bangladesh
19891991

Caribbean
- 1989

For an AID/Manila funded project. undertook a market analysis for the Ternate Fish Port
to determine volume, prices, and types of marine products which the fishport will handle
including their aquatic sources. and identified other ancillary services that the facility may
provide. The market analysis considered any potential rehabilitation, upgrading, or
expansion plan for 2 neighboring port since that port services could have a substantial
impact on the viability ¢f the Ternate Fishport.

Developed and delivered a 5-week course in project appraisal to engineering and economic
staff of the Project Preparation Department of the Ministry for Public Works and Water

Resources. Assisted the department ie developing a methiodology for incorporating fatlure
risk into cost-benefit analysis of major repair and rehabilitation projects.

As 2 macroeconomist on the USAID/Bangladesh—funded Financial Sector Reform Project.
surveyed sectoral credit and capital markets for the Bangladesh Central Bank. Wrote
report titled Returns, Risks, and Capital Markets Development in Bangladesh.
Participated in initial efforts to structure the privatization of BSRS and served on the
official Ministry of Tinance committee to Craft legislation and amendments governing
securities issues and trading. ' _

For 2n Asian Development Bank project, served as team leader and chief technicai adviser

‘to the country's two development finznce institutions, BSB and BSRS, organizing portfolio

rehabilitation and loan recovery efforts. Assisted plans for privatization of BSRS.
Advised management or revision of lending policies, en loan loss provision policies, and
on rescheduling and restructuring negotiations with borrowers. Designed and provided
staff training in project appraisai techniques and prepared and delivered formal workshops
and training courses on financial, institutional, and economic analysis of projects for loan
officers. Helped to establish permanent training cycles in BSB and BSRS, including a-
program of training for trainers to conduct project appraisal courses. Supervised a review
with recommendations for improving the personnel development system. Also organized
and supervised compigerization of the loan accounting and MIS of the DF1.

Evaluated the financial reporting and managesnent record of the Eastern Caribbean
Investment Promotion Servize (ECIPS), an organization funded primarily by A.LD. that
promotes investment in the island countries of the Eastern Caribbean. As part of an

A 1D -funded team evaluation of the project, recommended reducing A.LD. funding and
introducing a cost sharing formula requiring greater funding by member countries.
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Hoaduras Served as team leader of a Nathan Associates technical assistance project to the Central
198619588 American Bank of Economic Integration (CABEI). financed by AID/RCCAP. The project
team was responsible for working with CABET's special section of five loan officers to
rehabilitate a portfolio consisting of 25 problem loans made to private sector enterprises in
four Central American countries. Arranged for asset evaluations and feasibility studies of
non-performing enterprises. Developed analytic framework for estimating recovery to
CABFI from alternative options. Assisted in development of offering students and
investors search efforts for rehabilitation candidates. Assisted in rescheduling and
restructuring negotiations between CABEI and borrowers. Improved computerized
analysis of restructuring alternatives.

Vice President, R.F. Varley Company, Inc.. 1982-1986. Employed by small family-owned business i the
oil field service industry. Served as president of Louisiana Bio-Fuel, a subsidiary formed to pursue:
opporunities in alternative energy development. Also worked as an independem consultant to Nathan
Associates.

Nepal Carried out a Néthan Associates project, financed by the UNDP, to prepare a special

1986 review of selected industrial projects for the nationai development budget for FY 1986:and
to recommend a program for introducing performance budgeting procedures in the
Ministry of Finance. '

Pakistanand  Prepared an evaluation review of a private sector feasibility study of a cost-sharing
Costa Rica program offered by the Bureau of Private Enterprise, A.LD.
1985 '

Research Associate, Associate, Semior Associate, Nathan Associates Inc.. 1973-1982. Responsible for
cost-benefii analysis, market analyses, and forecasting assignments on a variety of overseas and
domestic projects.

United States Designed and implemented the A.LD. Financial Management Training Course, a 4-week

1978-1982 course developed for U.S. and foreign staff in the conwoller's section of ALD. Missions.

' The course used lectures, problems, and case studies to introduce accountants and
controllers to the fundamental techniques used in the economic and financial analysis of
projects, inchuding discounted cash flow methods for calculating net present worth and

internal rates of return.
United States  Prepared and delivered a lecture on The Going Concern Value of a Company in 2 seminar
1982 for Washington, D.C.-area lawyers concerned with valuation issues in @ litigation setting.
Nepal Participated in a study commissioned by the ALD. mission to review and evaluate
1981 disbursement and accounting procedures used ty the Nepaiese Government on projects

~ cofunded with A.1D. and to evaluate cost~benefit measures developed for a series of ©
projects. '
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Panama Participated in a Panama Port Feasibility Study commissioned by the World Bank.

1980 Authored special report section on demand for drydock and ship repair Services.

Korea Served as project economist for a major regional planning study of the Tacbaeg region in
1979 ‘Korea for the UNDP. Helped to produce a regional development plan with specific

projects suitebly documented for donor financing and to carry out an on-the-job training
program for managers and rescarch staff at the Korea Research Institute for Human

Settiements.
Northern Served as technical assistant to the government Bureau of Budget in Saipan for annual
Mariana update of 5-year development budget.
Islands _
1978

El Salvador,  Served as project econosmist on a series of tourism and hotel development projects in three
Nicaragua, and Central American countries. Trained Saivadoran and Nicaraguan counterpart £Conomists
Guatemaia in techniques of project evaluation.

19731978

United States  For the Chicago Board of Options Exchange (CBOE), participated in the preperation of

1973 Analysis of the Volume and Price Patterns in Stocks Underlying CBOE Options form
December 30, 1974 to April 30, 1975. Was principal contributorto a special study
covering December 31, 1975, to January 16, 1976, summarized in another report
distributed to the public: Analysis of Volume and Price Patterns in Stocks Underlying
CBOE Options from December 31, 1975 to January 16, 1976.

PUBLICATION:

“Returns, Risks, and Capital Markets Development in Bangladesh.” Presented to the annual meeting of the
Association For Economic and Development Studies on Bangladesh, Washington, D.C., September
1992. .

OTHER:

Guest Lecturer: Georgetown University/School of Foreign Service/Masters Program Course in "Finance
and Development”, Spring Semester, 1994, Member of Team.
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NAME: Thomas A. Timberg
CITIZENSHIP: " United States
| EDUCATION: Ph.D., Pelitical Economy and Government, Harvard University. 1973
A B.. magna cum laude, Harvard College, 1964
- LANGUAGES: English; Bengali, French, Hindi/Urdu, Russian
COUNTRIES OF

WORK EXPERIENCE: Afghanistan, Bangladesh, Botivia, Burkina Faso, Cote d'Iveire, Honduras,
India, Kazzkhstan, Niger, Malaysia. Pakistan, Sri Lanka,

EXPERIENCE SUMMARY:

Dr. Timberg is Director for Special Projects at Nathan Associates. From 1985 to 1990, Dr.

Timberg directed the ARIES (Assistance to Resource Institutions for Enterprise Support) Project, a
worldwide project to strengthen promotional institutions and policies for small and microenterprise.
Since that point, he has supervised and participated in a range of Nathan Associates activities in
financial sector reform and enterprise promotion pelicy and institution building in Honduras, India,
Bangladesh, Sri Lanka, and Afghanistan. Dr. Timberg is currently a member of a multi-disciplinary
team working with the anti-monopoly committee of Kazakhstan for six months on anti-trust and
enforcement issues.

Previous tc joining Nathan Associates, Dr. Timberg served as an adviser to World Bank and
USAID supported smali and micro enterprisc promotion projects m Bangladesh, and had an extensive
consulting practice with the World Bank and USAID, as well as teaching at the Foreign Service
Institute and universities. He is currently an Adjunct Professor at the Georgetown University School of
Foreign Service. Dr. Timberg writes and speaks extensively on financial sector development, business
and enterprisc development, macrocconomic policy, and related issues.

EXPERIENCE RECORD:

Principal Associate, Nathan Associates Inc., 1985-present. Serves as director of special projects of the
firm. Projects include the following:

Kazakhstan Currently working with 2 multi-disciplinary team funded by USAID to

1924-95 increase the understanding of anti-trust and enforcement principals
within the anti-monopoly committee of Kazakhstan. Serves as advisor
to the Obiast Antimonopoly Committees in Paviodar and Vostochno-
Kazakhstan Oblasts on the development of demonopolization plans for
enterprises undergoing privatization. Actual cases under review by the
committee include trucking, pharmaceutical and milk combines.
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United States
994

Bangladesh
1994

Afghanistan
1992-93

Bangiadesh
1992

United States
1992

India
1991

Worldwide
1991

Worldwide
1985-1920

Sri Lanka
1990, 1993

Malaysia
1990

Served as Adjunct Professor at Georgetown University, School of
Foreign Service. Taught course on financial development.

Served as team leader and policy analyst on an assessment of enterprise
programs in Bangladesh for USAID. Identified successful approaches
and methodologies for targeted interventions, and indicated useful
policies and procedures for future projects and programs in the sector.

Wrote siudy scopes of work for the Afghan Studies series for the Office

of the A.1D. representative in Pakistan. Directed studies of opium
cultivation and use in connection with developing antinarcotics strategy.

Served as member of World Bank team assessing informal sector
alternatives for agriculturai credst.

Wrote chapter on entrepreneurship for use in annual World Economic
Survey, an annual publication of the U.N. Development Program. The
chapter outlines the role of entreprencurship as a key clement of growth
and development, defines measures at the national and internationai
levels to promote entreprencurship, and suggests how the international
economic community can support the development of entrepreneurship
in national economies.

Directed market survey for A.LD. project on Trade in Envuomncntal
Services and Technologies.

Participated in U.N. Capital Development Fund (UNCDF) country
program review.

Direcied the research, training, and technical assistance components of
the ARIES Project. Supervised technical assistance teams in fmancial,
government, and macroeconomic policy analysis, small- and
microenterprise {SME) sectoral surveys, and the design, development,
and evaluation of SME support programs worldwide. Undertook short-
term technical assigninents.

Reviewed proposed World Bank Antipoverty Project.

Served as member of an ADB mission assessing preproject technical
assistance for project or Small-Scale Industry.
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Pakistan
1990-1991

Bolivia
1989-1991

Honduras
1989-present

Bangladesh
1984-1985

Bangiadesh
1985

Bangiadesh
1982-1984

india
1984

. United States
1982

Céte d'Ivoire, Niger,
Burkina Faso 1981

india -
1980

Served as senior economist on team reviewing the Afghan experience
with financial markets before and after 1978 and outlining alternative
means of megting Afghanistan's financial needs after peace is
established. Served as senior economist on study of Afghan land and its
implications for refugee resettlement.

Reviewed, on 2 regular basis, USAID Mission financial sector
prograns in connection with Strengthening Financial Institutions
Project. Participated in review of the financial sector.

Provides technical supervision of the USAID Small Business
Development Project. Reviewed relationship of projects to general
financial activities of the mission. Did study of prudential concerns in
microsavings generation and poverty lending.

As project adviser of the Rural Industries Project, USAID/Dhaka,
advised in the development and impiementation of the MIDAS
Program. Helped create a venture capital fund and SME promotion
institution focusing on labor-intensive, export-oriented enterprises.
Developed cxperimental initiatives such as forward subcontracting,
targeted assct creation, joint venture search, and other important tools in
small-enterprise development. Consulted on a variety of other A.LD.
small-enterprise finance and promotion projects.

Served on a team to study the effécts of the Rural Electrification
Program.

Served as project adviser on the Studies in Rurai Industrialization
Project for the Ministry of Planning of the Government of Bangladesh
and the Bangladesh Institute of Development Studies financed by the
World Bank.

Served on 2 team to evaluate the potential for agro-industnies projects
for USAID/India.

Served as commentator On a private enterprise review.

Served as a member of the Impact Evaluation Group on African
Enterprise Program to evaluate smali-scale enterprise loans in these
countrics and Benin and Togo.

Served as adviser on the social impact of agricultural development and
on programs {0 increase nonagncultural employment, USAID/India.
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india Conducted a study of smail-scale enterprise in Bombay. Headed

1977-1980 research subgroup on informal credit markets in india for the World
Bank.

India Served as leader of a study group for USAID/India to recommend a

1979 3-year plan for research and evaluation.

Consultant, Sullivan and Frost, Management Consultants International, and Kramer Associates, 1982-
1985. Projects involved risk analysis, market strategy, training. and education.

Chairman, South Asian Studies section of the Foreign Service Institute, U.S. Department of State,
1977-1982. Designed and taught training programs for U.S. government personnel.

Lecturer, Business Council for International Understanding: Tata Institute for Sccial Sciences
(Bombay}; University of Virginia; University of Chicago; Harvard University; University of
Pennsylvania; Michigan State University; University of Maryland; and USIS (Bangladesh, Malawi,
Ghana, Nepal, Sri Lanka, Pakistan, Romania, and India); National Defense University, Calcutta
University, Bangladesh Institute of Strategic and Internaticnal Studies, Quaid i Azam University,
and University of Karachi; International Law Institute, 1973-1977.
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NAME: Mirza Wajmu! Huda

CITIZENSHIP: ) Bangladesh
- EDUCATION: M.B.A.. University of Dhaka, 1970
B.S.. Mechanical Engineering, Bangiadesh University of
Engineering. Dhaka, 1968
LANGUAGES: English, Bengali, Urdu
- COUNTRIES OF WORK Bangiadesh, Germany. Iran. Malaysia, Saudi Arabia, Singapore
EXPERIENCE:
EXPERIENCE SUMMARY:

Mirza Najmul Huda has 23 years of experience with industrial management and policy. He served as a
local consuitant with the Trade and Investment Policy Programme in Bangladesh for several years, and
then was Project Management Officer and Director of Development at the Micro Industries Development
Assistance Society (MIDAS) in which connection he directed a 25-person consuliancy organization that
_undertook consultancy both on industrial projects and industrial policy. Since 1992, he has been serving as
an independent consultant. Among his recent consultancies are one on the garment and textile sector for the
German Aid Agency (Gtz). work as adviser to the employment sector of a DANTDA (Danish Aid) rural
development program, as well as studies on particular policy and project matters for private and foreign

clients.

EMPLOYMENT RECORD:

Independent Management Consultant, Dhaka, Bangladesh, 1991-present. Recent assignments inchude,
Bangladesh Team leader for a study of Improved Stove Project.
1992
Bangladesh Team leader for a business sectors analysis of the garment and textile sector in
1992 Bangladesh. ' _
Bangladesh Evaluation of USHA's Organization, Administration, Management, Financial and
1992 Accounting System.
Bangiadesh ‘Workshop on Informal Financing of Smal} Enterprises.
1992
Bangladesh Geographical Expansion of Small Enterprises Development Project of Bangladasu
1992 Bank.
Bangladesh RDRS Employee Compensation Package Review.
1992
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Project Management Officer (1985-87), Deputy Director Development (1987-88), Director
Development (1989-91), Acting Executive Director (1981), Micro Industries Development
Assistance Society (MIDAS), Dhaka, Bangiadesh. The function of Director Development involved
collaborating with the Executive Director in formulating. impiementing and resolving overall program
management and policy issues. The work included leading a team of 25 highly professional staff
engaged in development and research activities such as subsectoral studies, consultancies, information
services, action cszarch, and entrepreneurship development training. Responsibilities included
prepaning and reviewing annuai and five year strategic business plans.

Specific duties as Project Management Officer included review and appraisal of relevant project
proposals reccived by MIDAS with special reference to feasibility of the following aspects - economic,
financial, commercial, technical and management. Duties also included sponsoring new ideas and
formralating new projects refating to PVOs, government agencies an individual entrepreneuts. Also
conducted consultancies and research work in related fields such as subsectoral studies, market
research studies, SOCio-€c00MIC Surveys, base-line surveys, impact ¢ aluation studics and nen-farm
employment promotion.

Local Censultant, Trade and Industrial Policy (TTP') Reform Programme, Planning Commission,
Government of Bangladesh, Dhaka, 1983-1985. This was an IDA. funded project conducted by the
Bangladesh government. Worked for both Project planning and Identification Unit located in the
planning Commission, and the Industrial Investment Premotion Unit located in the Industrial Advisory
Centre of Bangladesh (IACB). 1dentified and promoted potential import substitution and export _
oriented industries, as well as those who needed BMRE assistance, and training of counterpart staffto
work with foreign advisors. Prepared research papers on leather and leather products, footwear, textile
finishing, engineering and proposals for BMRE in these 2nd other sectors. :

Technical Director, Rehman Chemicals Ltd., Dhaka Bangladesh, 1981 -1983. Responsible for the
creation, start up, commissioning and maintenance of the country's first factory for the manufacture of
starch, glucose and dextrose. The equipment was supplied by Alfa Laval of Sweden and DDS Kroyer
of Denmark. The plant went into commercial operation in November 1982, and runs on a 24 hour
basis using indigenous raw materials.

Project Manager, Jurong Engineering Limited, Singapore, 1972-1981. Engaged in engineering and
construction of industrial plants including interface with customer, project execution, pre-
commissioning, Start up operation and mainienance. Clients included large Japanese prime contractors
construction large industrial and chemical plants, Job sites were lezated in Singapore, Malaysia, and -
the Middle East

PROFESSIONAL AFFILIATIONS:

Fellow, Institution of Engincers, Bangladesh (IEB)

Member, American Society of Mechanical engineers (ASME)

Life Member, Institute of Business Administration Alumai Association, University of Dhaka

. Member, Government of Bangladesh Task Force on Strategies and Role of Small and Rura! Industries.” -
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Asian Region with Applications to Bangladesh. PIAG Report No. 8, Dhaka: September 1994.
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PIAG, Notes on Privatization in Bangladesh. June 1954.
PIAG, Some Brief Notes on Export and Export Policy, n.d.
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PIAG, Program Report. February, 1994.




Appendix D

LIST OF PERSONS CONTACTED

USAID Mission of Bangladesh

Director
Mr. Richard M. Brown, Mission Director
Ms. Lisa Chiles, Deputy Mission Director

Program Office
Emily B. McPhie, Office of Program

Office of Economics & Enterprise

Mr. Stuart Callison, Ph.D., Director

Mr. Ross Bigelow, Ph.D., Program Economics Officer

Mr. Naushad Faiz, Ph.D., Project Management Specialist
Mr. Najmul Hossain, Ph.D., Private Enterprise Officer

Mr. Azizur Rahman, Ph.D., Program Specialist

Mr. Raka Rashid, Ph.D., Women in Development Specialist

- AJ.D./Washington

Mr. Frank Young, Director, ANE/CRA
Ms. Judith Coker Evans, Investment Officer, G/EG/CIS

Government of Pecple’s Republic Of Bangiadesh

Ministry of Finance
Dr. AX. Abdul Mubin, Joint Secretary

Bangiadesh Bank

Mr. Kamal Uddin Ahmed, Deputy Governor

Mr. Syed Lutfui Bari, DGM, Industrial Credit Department
Mr. M. Khuli Khan, DGM, External Audit Division '

Ministry of Planning
Mr. Aarif, Division Chief, Industries
Mr. Qasem, Deputy Chief, Industries

Ministry of Industries
Mr. Yousuf Hossainy, Joint Secretary, PIAG Project Director
Mr. K.C. Das, General Manager, Planning Department
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Policy Implementation and Analysis Group (PIAG)Y

Dr. Ronald P. Black, Chief of Party

Dr. C.AF. Dowlah, Nationa! Consuitant
Mr. Abdur Rab, Ph.D., Naticnal Consultant
Mr. Ahmed Ali, National Consultant

Mr. Colonel M. Azizur Rahman, Consultant

international Executive Service Corps (1ESC)

Mr. C.M. Murshed, Country Director/Bangiadesh

Dr. Cyril Maynard, Volunteer Executive

Dr. James Thomas, Volunteer Executive

Mr. Oscar D. Hayes, Volunteer Executive

Mr. James Beil, Regional Vice President for Asia, 1ESC Stamford
Ms. Susan Akerly, Program Analyst, VE Records, IESC Stamford
Ms. Catherine McGrath, Evaluation Group, IESC Stamford

Ms. Kathy Williams, Treasury Department, IESC Stamford

Business Advisory Services Center {BASC)

Mr. Mahbub ul Huque Khan, Executive Director
Mr. Salahuddin Ahmed, Program Manager

Mr. Siddique Ahmed, Program Manager

M. Shahabuddin Khan, Chief Program Officer
Mr. Aniruddha Hom Roy, Senior Program Officer
Mr. Sajjad Ahmed Khan, Senior Program Officer
Mr. Hasanur Rahman Chowdhury, Program Cfficer
Ms. Shahin Akhter, Program Officer

Bangladesh U.S. Business Council (BUSBC)

Mr. Osman Yousuf, Executive Director

Micro Industries Development Assistance Society (MIDAS)

Mr. Abdul Karim, Acting Managing Director

Mr. Anwarul Azim Syed, Director, Development
Zarina Kanjee, WID Cell

Mr. M. Lutfar Rahman Khan, Senior Program Officer
Mr. Golam Sarwar Bhuiyan, Senior Program Officer

Private Sector Banks

American Express Bank
Mr. Rafiquzzaman, Director of Marketing




ANZ Grindlays Bank
Mr. Arshadul Hasan, Account Manager

Arab Bangladesh Bank Ltd.
Mr. A. Rahim Chowdhury, President and Managing Director

Bank Indosuez/Bangladesh
Mr. Denis Reynard, Country Manager
Mr. D. Das Gupta, General Manager

Citibank ®
Mr. Mahesh K. Rao, Vice President and Country Corporate Officer

International Finance Investment and Commerce Bank Ltd. (IFIC)
Mr. S.M. Satahuddin, Executive Vice President
Md. Khalilur Rahman, Assistant Vice President

Industrial Promotion and Development Company of Bangladesh Ltd.
Mr. C.M. Alam, Managing Director
Mr. Masud Hossain Rizvi, General Manager

Pubali Bank
Mr. M. Mominul Haque, Assistant General Manager

Private Sector Businesses and Associations

VAL e o

American Bangladesh Economic Forum (ABEF)
Forrest Cookson, President {also Macrofinancial Economist, FSRP, Nathan Associates Inc.)

Apex Footwear, 1Ltd.
Mr. Syed Nasim Manzur, Director

The Asia Foundation
Mr. Kim McQuay, Assistant Representative

Bangiadesh Consuitants, Lid.
Mr. Mahbub-u! Hague, Managing Director

Bangiadesh Management Development Center (BMDC)
Mr. A.K.M. Nurunnabi Chowdhury, Director

Bangladesh Oxygen Limited (BOL)
Mr. A.H. Khan, Managing Director

Bengal Fine Ceramics Ltd
Mr. R. Maksud Khan, Managing Director
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Beximco
Mr. Sohei Rahman, President
Mr. §.M. Kamal, Director, Human Resources

Dhaka Chamber of Commerce and Industry (BCChH
Mr. A. Rob Chowdhury, President
Mr. Emdadul Haque, Project Manager

Emerging Markets Institute
Mr. Terry M. Chuppe, Executive Director

Fansen Limited
Mr. Md. Salim Khan, Quality Controller

Howladar, Yupus & Co. (HYC)
Mr. M. Yunus FCA, Senior Parner

The Hunger Project
Prof. Badiul Alam Majumdar, Country Director

ICDDRB
Mr. Ali Mahmoud

IDTC Project Phase II Bangladesh Tariff Commission
Dr. Kabir V. Ahmad, Team Leader

IFAS/UNDP
Charles Byron, Chief Technical Adbvisor to BOI

Independent University, Bangladesh
Mr. Kazi Zahir Uddin
Mr. Kazi Faruque Ahmed

Industrial & Marketing Services Ltd.
Mr. M. Masud Sadeq, Managing Director

Institute of Business Administration
Professor Dr. M. Shamsul Haque, Director

Institute of Developxﬁent Studies
Mr. Mosharaff Hossain, Visiting Professor

Kay & Que (Bangladesh) Lid.
Mr. S. Faheem, Director




Kumudini Weifare Trust
Ms. Joya Pathi, Chairman and Managing Director
Mrs. Hajan, Branch Manager. Guishan

i.aboni Dairy Farm
Mr. Saifuddin Ahmed, Propnetor

M.A. Quader Kabir & Co., Chartered Accountants
Mr. M.A. Quader Kabir

Modern Erection Limited
M. Jawaherul Ghani, Managing Direcior

Productivity Services Wing (PSW), Bangladesh Employers’ Association
Mr. Md. Nurul Hague, National Consuitant
Mr. Pradip S. Chowdhury, Consultant

Rahman Rahmasn Hag, Chartered Accountants
Mr. A. Hafiz Choudhury, Partner

Rensata Laboratories (Bangladesh) Ltd.
Mr. S. H. Kabir, Managing Direcior

Swanirvar Bangladesh
$.M. Al-Husainy, Chairman of the Executive Committee

Women’s Vocational Training for Population Activities
Ms. Rebeca Afrid, Project Director

ZDH/TA Partnership Project
Mr. M. Azizur Rahman, Resident Representative

Donor Agencies

Asian Development Bank
Mr. S.A.B.R. Thalakada, Senior Financial Analyst/Bangladesh

The World Bank
Dr. Shamsuddin Ahmad, Sr., Program Officer/Dhaka
Mr. Charles Draper, Country Program Officer for Bangladesh

Lh
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LIST OF SELECTED INDUSTRIAL PROMOTION
PROJECT B4PLEMENTATION LETTERS

No. Date Subject

1 December i1, 1989  Procedures for use of proceeds under Project Grant

Agreement signed August 31, 1989, and information to
assist in implementation.

[ 8

February 6, 1990 Implementation of PIAG in cooperation with Ministry of
Indusiries.

3 June 20, 1950 Conditions met for initial disbursement on PIAG
component; condition for provision of support staff waived
by Mission following BDG written request.

4  September 16, 1990 Implementation of PLAG component.

5 January 27, 1991 USAID Project Officer for IPP advises BDG that he is to
be evacuated from Dhaka by directive of Ambassador. Will
continue to process project implementation order from

A.LD./Washingtoz.
6  March 19, 1992 Proposed revisions to budget and project outputs of PIAG
component.
7 July 26, 1994 Completion date for PIAG component extended from

September 30, 1994, 10 September 30, 1995, in accord with
extension reguested by the Ministry of Industries.

8 July 24,1994 Proposed changes in implementation of Small Industries
Credit Insurance Scheme (SICIS) component.




Appendix F

EVALUATION METHODOLOGY

This is the first outside evaluation of the Industrial Prometion Project (iPP). It serves as (1) an
interim evaluation for the BASC, 1ESC, and SICIS components: and (2) 2 post project evaluation
for the BUSBC component, completed in 1991. It aiso occurs near enough to the completion date
of the PIAG component that it can serve many of the purposes of an end-of-project evaluation.
The evaluation of the IPP was designed to be carried out both n Dhaka and in the United States
in the fall of 1994. Because of unavoidable scheduling constraints on the part of the contractor,
the Bangladesh phase of the evaluation was carried out in October and November 1994, followed
by the U.S.-based portion of the evaluation in January 1995.

The evaluation team employed a combination of methodologies:

« A review of documents, files and data produced by USAID/Dhaka, IPP components (PIAG
in particular), CCls, Bangladesh Bank, World Bank, and A.LD./Washington, as well as local
and iternational periodicals and other source material.

. Interviews with Mission staff, IPP component staff, BDG officer staff assigned to PIAG,
private sector businesses and financial institations affected by IPP components, World Bank
staff, Asian Development Bank, FSRP consultants, and others.

« Review of macroeconomic performance datz on the Bangladesh gconomy published by
Bangladesh Bank, the Ministry of Finance, USAID, the World Bank, and a review of daia
on investments registered with the Bangladesh Board of Investment (BOI) maintained by
BOI and reported by DCCL.

« Case studies of 11 enterprises assisted by IESC and 3 enterprises assisted by BASC.

« Estimates of microeconomic impact using financial information from enterprises and
economic estimates of value added.

« Tilustrative estimates of economy-wide macroeconocmic impact using an estimate of a
macromultiplier for Bangledesh applied to estimates of valued added at individual
enterprises.

« Regular meetings with USAID and IPP staff to discuss interim results, sharpen the focus of
the evaluation, and develop useful recommendations.

« Review of and comments on drafis of the evaluation repoits.

In general, the various methodologies were used to address four kinds of issues:

« Conformity with logframe: Were the IPP programs operating in conformity the purposes
goals and strategic objectives of the Mission, as well as with the outputs and deliverables
described in various cooperative agreements, contracts and TAPPs?

 Impact: What impact are the various programs having, and how can this impact be observed
or measured?

«  Sustainability: First, is the activity producing sustainable benefits? Is the delivery system
self sustainable without USAID resources?

- Alternatives: Can the objective be achieved more efficiently?
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Document Review

In addition to the Mission documents on the IPP, each of the five components has produced an
array of documents both for internal use and as outputs or deliverables under the terms of the IPP
PIAG in particular has produced eight major reports and a number of minor memoranda on policy
reform issues. PIAG’s documents were reviewed for the quality of their analysis and to assess
consistency with reform priorities expressed by BDG and the Mission.

BASC program documents were reviewed and compared with information on training course
offerings from CCls and other sources.

The team reviewed the legal documents relating to IPP implementation and the internai
documents used by the component progiams including workplans and pericdic reports. {ESC
opened its VE assignment case file to the evaluation team. Excluding contractual documents,
internal files and records, which have not been included, Appendix C contains a list of documents
reviewed by the evajuation team.

intervi

A pumbe: of interviews and discussions were held over the course of the field work in
Bangladesh in October and November 1954. Whenever possible, two members of the evaluation
teamn were present for key interviews. More +han 75 interviews were conducted in both Dhaka and
the United States. The directors and senior staff of each component were interviewed, including
the now retired director of BUSBC. Interviews in the United States were conducted in person and
by telephone by one member of the evaluation team, following up on issues related to IESC’s
home office in Stamford, BUSBC's Virginia office and the Washington office of the MSEDP
regarding the SICIS program.

For the PIAG component the team interviewed the PIAG contractor staff, MOI siaff assigned to
PIAG, other MOI siaff, BDG officers in the Ministries of Planning and of Finance and in
Bangladesh Bank, private sector businessmen affected by reforms, representatives of CCls and
other private sector business organizations, noted academic proponents of economic reform,
contractor staff of other USAID projects (FSRP), and the staff of USAID, World Bank and Asian -
Development Bank. Interviews with BDG officers, businessmen, and other donors, and even

parties unrelated to PIAG focused on eliciting responses to questions about PIAG’s recognition,
reputation and effectiveness, for example:

- Do you know about PIAG? If so how?

 What is your opinion of their activities? Their reports?

. What is your opinion of their effectiveness?

« What do you think about BDG progress on policy reform?

« Do you think PIAG’s activities help the policy reform process?

For the SICIS component the team’s interviews included seaior officials in the Ministry of
Finance and Bangladesh Bank, managing cxecutives ifi private sector banks, both focal and
international, the senior technical advisors with the Financial Sector Reform Project, management
at two nonbank financial institutions in Dhaka, staff of the Dhaka Stock Exchange, OEE staff
working with the SICIS component, and Ms. Judith Evars of A.LD./Washington, MSEDP.
Interviews centered around lending to SMEs and reaction to the two loan guarantee programs
offered in Bangladesh. Questions included the following:




« Do you know about the SICIS program and BanglirZesh Bank’s SILG program?
« Have you decided to apply? Why or why »ot?

. Which features of the two programs does your bank prefer?

« Has your bank made loans to SMEs in the past?

= What are the problems associated with lending to SMEs?

- Would you like more information about the SICIS program?

For the IESC component the interviews were conducted at five levels within IESC, first with
the Country Director in Dhaka, second with two members of the Advisory Board for
IESC/Bangladesh, third with four IESC Volunteer Executives who were in country on assignments
at that time, fourth with owner/managers of eleven firms that had been clients of IESC
assignments, and fifth with the IESC management at its headquarters in Stamford, Connecticut.
The team also asked leading businessmen and CCI officers for their opinion of IESC’s efforts and
impact.

For the BASC component, the team interviewed BASC officers, MIDAS officers, clients and
participants ir. BASC’s programs, other providers of services similar to those that BASC offers, as
well 25 Mission staff and staff of other IPP components that had dealings with BASC.

For the BUSBC component the evaluation team interviewed the former executive director once
in Dhaka and again in his Virginia office. The team also interviewed individuais who were the
Bangladesh directors of U.S.-based corporate members of BUSBC, ABEF members, and A.LD.
staff (both Dhaka and Washington, D.C.) familiar with BUSBC’s activities.

Review of Macroecenomic Performance Data

The evaluation required a review of macroeconomic performance data, and current data was
difficelt to obtain during the October-November, 1994 visit. Current data was especially important
because of disagreements (between World Bank and BDG’s measurements) over the extent of
changes in some key macroeconomic variables such as GDP growth, investment, and employment.
The disagreements had not been compietely resolved at the tme this evaluation’s reiease, but
better data did become available early in 1995 and was incorporated into the evaluation.

Case Studies and Microeconomic impact

The IESC files contain “Post Project Reviews" {PPRs) for 34 VE assignments completed as of
October, 1994. For each assignment, the evaluation forms require answers completed by the VE,
the ciient and the CD. These project evaluation forms must be completed before the VE departs.
A second, follow-up evaluation is compleied by the CD and the client some 6-9 months later, but
only for a sample (about one i three) of completed projects. The IESC forms ask about impact
on sales, costs, productivity, profits, and employment (not employment of women specifically,
however). The questions are formulated for "yes* or "No" responses only. The evaluator seiected
files for twelve assignments (eleven clients) for the purpose of estimating the financial impact on
the concerned enterprise and the economic impact on society. Interviews were used to supplement
information in IESC files regarding the extent of any changes in output, sales, employment, or
investment that the enterprise had experienced as a result of implementing the VE’s
recommendations. In addition, the evaluators developed 2 supplemental questionnaire to obtain
quantitative information including that specificaily needed by the Mission, such as number of
women employed (see Annex F-1}.
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Interviews were informal, but the evaluator probed for quantitative information. Results of the
interviews and research were written Up In @ case study format. The case studies appear n
Appendix K.

Information from clients was used to estimate the increase in value added {(income) t© all
factors of production that occurred as a cesult of IESC assistance. Information regarding increase
in sales, cost savings or employment was adjusted to reflect increases in; 1) payments to iabor or,
2) increases in profits or retum 0 owners/managers. Information about increases in employment
were valued at an average annual wage suggested by the owner. Estimates of additional income
paid to workers was combined with estimates of additional income to OWness to create an estimate
of a total increase in value added annually at the enterprise. One time only expenditures for
investment were recorded separately but ignored for purposes of estimating the increase i annual
value added. The resulting estimate of additional value added annually represents the first round

impact of the VE assistance. The impact from respending of the new income was estimated using
a macromultiplier.

Macroeconomic impact of IESC Assistance

Part of the additional income eamed by workers and owners at the successful enterprises will be
respe~i several times within the gconomy, creating additional income and jobs. Economists call
this the "muitiplier effect.” No recent sophisticated estimates of the macromultiplier for the
Bangladesh economy were available to the evaluation team, so rough estimates were made using
available information and reasonable assumptions. Not all income is respent within the economy.
Sorne is saved and some is spent on imported items. To account for these leakages, the macro or
economy-wide multiplier is calculated by taking the reciprocal of the marginal propensity to save
plus the marginal propensity to import. The marginal propensity to save is also equal to 1 minus
the marginal propensity to consume. No recent studies of these ratios have been made for
Rangladesh, but experts agree that for labor the marginal propensity to consume is quite high,
probably 0.9, while the marginal propensity to import is approximately 0.2. The multiplier for
wage income, therefore, is probably as high as 3.3, [1/(1-0.9+0.2)] meaning that an additional
doliar of income paid to 2 worker in Bangladesh will largely be respent in the economy,
producing an econormic impact more than three times the size of the initial increase in income.

In the case of profits, the multiplier is probably less. Assuming a marginal propensity 10
consume of 0.70 and a marginal propensity to import of 0.4 resuits in a multiplier of : 43, (-
0.7+0.4)]. In the garment and footwear industries, information suggests that the iabor component
was about 60 percent of the value added in Bangladesh, 40 percent representing the return to
owner/managers. Only income to economic factors, i.e. labor, capital, in Bangladesh resuits in
value added in Bangladesh. Using this representative division of income for the garment and
footwear industries results in 2 weighted average multiplier of 2.5, [(3.3*0.6)+(1.4%0.4)}, which is
accurate enough to use in gauging the full macroeconomic impact of the first round increases in
income. The estimated first round increase in value added was $5.36 million annually for the
enterprises including the expanded Apex Footwear. As this new annual income is respent it will
generate more income throughout the economy, estimated at a total of $13.41 million, or 2.5 umes
more than the original increase in income.




Economic Impact of BASC Assisiance

An approach siznilar to that used for IESC was tried in the case of SMEs assisted in cne way of
another by BASC. However, neither BASC officers nor the assisted clients were able to provide
guantitative estimates of the impact of BASC’s assistance. This stems partly from the fact that
3ASC nas not foliowed a methodicat program of asking clients about impact and following up
with clients after they participate in training. Three partial prototype case studies were prepared.
and these appear in Appendix L.

Economic Impact of PIAG Advocated Reforms

Estimates of the potential impact of selected regulatory reforms were made using economic logic
rather than econometric methods, which the scarcity of good data would not justify in any case.
As a first step each reform was classified according 10 the main type of impact it was likely to
have on economic agents, whether it was likely to open completely new opportunities previously
prohibited, reduce the transaction costs associated witi: certain investment or activities, improve
market efficiencies, or simply improve the climate for investment and private enterprise
development. For five activities where some information was available, the evaluators interviewed
PIAG staff and private businesses affected by the reforms to develop illustrative estimates of
economic impact.’

Reforms either remove an absolute barier to investment, reduce transaction of operating costs,
imp:ove the functioning of markets, correct a bias created by regulations, or simply improve the
investment climate. The impact of some reforms is easier to estimate than for others.

« Reform 1. Automatic BOI registration — Prior this reform, registration of a new
investment project was 2 mandatory and time consuming process, especially for foreign
investors. Simplification of registration was 2 goal of the FIAS consultancy in BOI and one
of the reforms advocated by PIAG. After procedures for automatic registration were
introduced in March, 1994, approximately Tk 25 billion (5600 million) of investment
projects were registered with the Board of Investments in the next two and 2 half months.
The highest yearly figure prior to reform was Tk 1.7 billion ($43 million) for all of 1993.
By the end of 1994, new registrations had settled back to a rate of Tk 1.6 billion (340
million) per month.

Economically, the faster registration process saves investors time and so reduces up-front
investment cost. The economic impact value was estimated based on assuming: (1) annual
registration equal to 5430 million per year, (2) 10 percent of registrations proceed 10 actual
project construction, (3) average time saved by the new process is 2 months, 4) the discount
rate for the time value of capital equals 1 percent per month. Under these assumptions, the
gain to the Bangladesh economy from the improved registration process will be about 51
million annually at current investment levels. The calculation involved is (3480
million/yr.*10%*12%*2/12).

“Table 2-1 in Chapter 2 lists the 11 regulatory changes selected by PIAG and describes generally how
each reform would affect the broader economy.
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Reform 6. Increased Cash Compensation to Local Fabric Producers -- This reform
sropusal would increase cash compensation t0 local fabric producers from 15 to 25 percent

of the value of product sold to ready-made garment exporters in lieu of duty dr»wback. This
program is designed to correct a bias against local suppliers caused by anomal s in the
Rangladesh tariff structure as yet uncorrected. Its impact will be positive for Bangladesh _
export eamings, but the immediate impact is not likely to have much impact on employment
and value added by local fabric producers who already produce for the local market and

will simply shift production to the export market if this incentive is provided. No major.
impact on employment and value added to GDP is projected.

Reform 7. Reduced Tariffs on Leather — Bangladesh’s leading exporter of finished
leather products has invested $3 million in 2n expansion program that will enable it t¢
increase its annuai shipments from $5 to $10 million doliars. The decision to invest would
not have been made if Bangladesh had not reduced the tariff on raw leather for shoe soles
from 60 percent to 10 percent. The IPP project had earlier provided the technical assistance
of an IESC VE volunteer to this producer prior to this new investment. The new plant will
create approximately 406 new jobs, including 350 for women. :

Reform 2. End SEC Authority over Internal Sule of JV Shares — Several foreign joint
ventures were able to transfer ownership of shares 10 Bangladeshi partners in an expeditious
manner. This reform did not create any r=w jobs directly, but without it some Bangladeshi
partners would not have been able to tak: over operating coatrol and jobs would likely have
been lost. No impact value was estimated. -

Reform 10. Convertibility for Capital Aceount Transactions - The full impact of this
reform is immense, and it has a catalytic effect in combination with the other reforms.
Convertibility is considered a sine qua non for triggering a significant increase in foreign’
private sector capital inflows. Preliminary estimates indicate that direct investment in.
Bangladesh increased from $130 million in 192 to $1.3 billion in 1994 with expectations

for even more investment growih in 1995. This has allowed GDP to grow at a rate of 10
percent, Bangladesh’s first double digit growth rate in many years. Estimates of the inflow . - -
of foreign portfolio capital into Bangladesh range from $50 to $150 million. Such funds
aimost never flow into 2 country that has not offered foreign investors full convertibility for
capital transactions.

Meetings and Drait Reviews

The evaluation team participated in muitiple meetings with the Mission and managers of the
various PP compouent programs. All reviewers were provided with first drafts of the sections of
the evaluation report relevant to them for comment. Comments received were used to correct and
revise drafts wherever the evaluators felt necessary.




Annex F-1
Draft Supplementary Evaluation Form for

Obtaining Quantitative information on the
Impact of Technical Assistance to Bangladesh Enterprises

Name of Company -
Name of Volunteer Executive

Dates of Visit

Your own {the client’s) estimation of any changes in your operations since the VE’s visit that

can be attributed to your successful implementation of the VE’s recommendations or assistance:

Before After

New Jobs Created?
Number of jobs created
Number of jobs for women
Average wage. for new jobs
Impact on Production or Sales?

Sales
Production

Impact on Costs?

Impact on Annual Net Income before Taxes?
New Investment?

New Investment D | | D
Amount (Dates)



Appendix G

POLICY REFORM MATRIX MATERIALS FOR PIAG

Exhibit G-1.  Accelerating industrial Development: Matrix of
Proposed Policy Actions {July 4, 1954)

Exhibit G-2.  PIAG's Analysis of Policy Changes Made by BDG
after PIAG Representations




Exhibit G-1. Accelerating Industrial Development: Matrix of
Proposed Policy Actions {July 4, 1994)
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. Ministries of industries and
Commeice

* Ministry of industrles and
1e]]

¢ Minlstry of Finance and the
Natlonal Board of Revenue
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Current Pr
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cbismsiSietus; Recant Measures Tak
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Tha Board of Investriant s being 1

1egistering hew companies 8

simpiifed. L is also confining

requirements for incorporst
npoit category Hams. The
recuements fof the
patsbooke, Old pasebooks
and the Cusioma authorities are
mmant kberalization snd are ot
import of unresiricled goode,

‘The Govatnmant has tecently
machinery bt the advance Incoma
machinery. Also, & 2.8 e
LCA} fe# Is payebla on such im

imporiers of

......................................

ed arv structured fo ba malalyt
rnany,  not an, of Hs reguiaion

ihe BOI eliminated the requiramant
svestmant was In progress prior fo

tha registration form wa2 subslantially
recommandsilons on kmported inpt

lon In niew industial "passbooks” 12 vesirioted 1 1.
Government announced the elimination of
of untestricled poods in industiial
however st have ali
net recognizing the announced

i asidng for BOI approval for the

industrial Inputs Ested

e the valuw sdded ncfiom
tax Is 8il being coltectad from

posts, !l ihe Industries pre

laed kit it ARSRSRTTITTER AU S U e PR ER NP P AR TEER TR S SRR T s TR ST O T R T T R T L L e e LR

Thres other areas that neod attention If privato investment is lo be

acceloreted are)
Acceleraling legsl reform
Strengthaning the financial system

Oeveloping

.............

......................................

....................................................................................................................................................

Furtha: Actions Needed:
Specific Recommanded Measutos

Agencyor Ogunaston

The Chie! Controfter of Impoits and Exports (CCIE) ghould lssue new
passbocks Lo hoiders of the oid passbooks which eliminate unrestricted
calagories, of the Nationaf Board of Revenue (NBR) shouid issua 8

Staivtory Reguiatory Order [SRO) which lnvaiidates kstings of unrestricled

products In pasabooks.
Take away from Lha BOI the funclions of spproving tarms for private

forelgn loans culvide a range and ol approving lechnalogy Lranafer (¢tated

payments of industriat firms.

Eslablish transpatent and wall defined guidelinas about which indusliles
need clearance on environmentsl grounds and about the procadutes fof

wiich clearanca. Slmiar guldatinys should be published for tegulating
ichistsies on other grounds such a public health end national intarest,

Provide BO! mose suthority to camy out Ra facitiation funcllons for

Invesiors, Relurning the Board loan anhancad Minlsiry of Industries coudd

e ona poasible way of sccomplishing this.

Remaove any femalning raguistery fhinclions from the BOI {eg., lasuing
employment contracts Incorporating aol-approved remitances of

.. Bpairiata emplayeen salarias), making X 8 purety prometional agency. ...

The advance income tas and the import paiVLCA fee on Tixed capital

saive to ncrasgs lnvesiment cosls and discourage further investment -

buiii ahauld ba removed.

Responsibla for Action

. CGIE snd NBR

. Miniatry of Finance and the
Bangladesh Bank

Environment Department of
the Minlstry of Envireament

Cabinet and Estabiahment
Dhvislons and the Minislry of

Finarice

Cabinel Divislon and
Minlstry of Industties

Mintstry of Finance and
Matlonal Board of Ravenug

..............................................................................................................................................................................................................................
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_ ’ . Further Actions Needed: Agency or Organizalin
AroaiObljectives - Currant Probleme/Siatus; Recent Messuess Talosh . Spacifio Recommandsd Messures . Hasponaible for Acticn
Acodlerats bepal . Anﬁwmmmumhmuaaw.wh memwmumcmmm. Miniatry of Law, Minlsbry of
. reforme sre nabded artly sl ] anforoamact of ms.u»nmmm1m.mrmmmmwtm.mm Commerce and
conteacts, Tor the reassiution of telating o patants and bradamarks. Industries
) , Ths Govermmant hes intieted significent
raform of the generdl legel aysten, ) *
mwmhmwmwmmnrmmmmcmw Mindstry of Law
umemw)mmmmmmnmw.m.
paeonebls imitations should be placed on the adjournmant s sppsel
P and outeiancivg swards should incor Intersst, At te
SRR | LR bovei, should socade ko the UN Convention for the
R L A Enforcament of Fovelgn Arbitrsl Awards (e New York Convention) to ,
i complemvent s indeting socession to the intemationad Convention for the N
Sottiamant of vestment Disputes (FC31D). '
'mmmum@.u..mumbwmmawdmmm Mindslry of Law and 8O
m«mhmmwmmwm
astabish & Judiclel Training Instiite) shouks be accelerated.
Rerviss the Adminsity Act of 1881 to give proper protection lo mxporters Mindsiry of Lew and Mindatry
mnmmmmwwmmnmlnmmmm. of Shipping
Upxdiats thy stalutes affecting txnd transfer and maorgaging (o fachitala the Mintabry of Land and Minlstry
ummmmmu«mummw of Lew
harve bacoma scute to modem business desings. F .
o abound and moriguges s oftan unceghatored fo svokd high charges,
( mmmm&mmm1mm1mr¢
B A G airs 3 o ovrod PRI
[ ]
mdmmwmmwm.
thhﬂbnhummmmwﬂulomhmm Minksiry of Finaie,
aquipment feasing) {ss occurred In india in 1984). Bergladash Dank and
Minksiry of Lay
.
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......... ‘ .rr , - e o o
Polloy ArswOblectves | P Bistus: Recent ¥ for Action
. wummmwwmmm(u saler gutonomy  |*  Mentstry of Law, Minlelry of
mwuumumwmm smendmenta to Commarca snd Ministry of
Artioles uwmawmmmmmm« Industries
mew~hmdmw
mmmwmmmwﬁmwhw
mmmmmwm-mﬂm
mmmmmwm-m
. Mmmm»mmm.
o TGN 9 proOCOONS, s
¢ Ymprove e finencied {h mwmmm.mmumn Withcirew, el of rationaltzs, 2 u.uunmwmmk . Mintatry of Finance and the
gydlont mmwmm,mmmmmwu . r oockrols on personsl loans the secuvly of non-reaident forgign fangledosh Bank
roenalis In 1ha fivancid secior due 1 & spresd cumawy doposke and adcounts ect shares; bank
mwmmmmumm.mma achvances for hire fot trading purpesse; and oponing
bankon reflacting .wmmanm wm«mmmam
wmmwmmmmwmm .
of #aie sdctons 3uch 88 kits,
5 mmmmmmwnummwmm«w o Mirdstry of Finance
this nationelized somimaroisl banke,
3 RmhmwmmOWMMMmmunm.wﬂﬂ ' Ministry of Finance and the
s seradl and cotinge indusiries, . DBangladesh flank
[w. Enooursge the entry i growth of prhle berks fomake tha banking  |* Minislryof Finarice
mrdﬁuummwﬂhv.
V. MWWMMNRMMWH&OW&I * Minkatry of Finance
mmmmmwm. .
. L rmmmmmmmﬂammmamn 4 Pangladeah Bank
s . Nﬁn&uﬁmmoﬁoﬁhﬁwmxmﬂﬂﬂimmmnm
- Wumm-mm.uwumm '
1"k crai gousndes schem with an Sl rding hes boen launciwd by 11, Exped the credt gowartes b o i sroad Wchuetriad knvostors Wit |* oty o fodontiea and
: um:mm;&mwmmmmm donor supporl. ' Minlatry of Finenca
. mwumnmm.m.u "
huwwmmnntummm ¢
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LIV

_ Fusthae Actions Neaeded: Ageiey or Organtzation
| Polioy ArwObjecties AL Taien R R forhction .. ..
3 mmmwumhwmmm L MMM&WNNMWMW‘ Winistry of Finance, fund
oo o Iniganous promoter cvplta, Thia hen sleo fmited the privale mvestors. of ndirectly hrough pivate finenciel nstRutions. providers, channeing
avaliebinty of locally borrowed capltel . thersfors has been : sgencias, and Bangledesh
o borrowed overssas capltel, a8 sxemphfied ¥ 1BRD crecit Export Procassing Zones
mewmmsawmmm . Authoelty
mwummmmmddapmmm X mw:mmmmdmwuw.umw. s Mavstry of Finance and
ohmmmm;maummmmm snd datarskyg. Mirfetry of Law
k mehmmmm.mammmmm t Fm'mcwmmmmalommmmmum . Tha Minislry of Law
rodmfled nﬂ(hdpla.bdhmhuddmwmnﬂmmmmw )
. mm-m.ﬂmmmmm.nmm.mw.
of divectors of banks should be heid legelty
OO, Ptk fot thvek decielons and actions. —————————— -
L mmnmmhwumm ' hﬁnmdmmwmﬁmnlmmmﬁmi\u' Privaitzation Board, Mintetry
Inciude (1) the of the Securiios snd capital In the counbry #t ahoukd enhanoe dishursament of this caplal lo of Elnance, Mintaley of
C .m)mu&udﬂauuul e on povenment. fosied ek arst ovecsaas Inveatds uwwdtnmhmmumuak industries, Minkatry of Juts,
 (3) withdrawed of spocial levies on , debenturs mmmmw.nwﬁd-m Mintelry of Tedlies, the
am.«mmmm«mwmvmdm hmﬂlahmbpmﬂﬂﬁmm&mhﬂﬂhwmﬂ bhaka Stock Exchangs,
hMMWw.(ﬂmdeupum wousid devest its shares in temded romd. A recand government Bioard of Invesiment, and
rosuking from shars , (8) ¥owing ¢ wuhnm«mnimonmm@mwh & and ok Cabinet Divilon
mbyfordgnlnwﬂmn\nlumﬂmdew od n marketing oompanies sf mwmmmﬁoe-mmmr
ﬂwhwmwdcdmwmwk?m.mm
remittances of dhidends
profits without recuirng priof of the Bangiedesh Bank and L] aumﬁwmmmmmmwmmwu . Securlties and Exchange
wmmwmmdm.nm.hww chhyupwummhumm,mwﬂmm Commisalon, Dhaka Stock
mm.wm)m:\dwmmﬂnm kwestment chmite. Effective mmmmmmmmmm Exchange, Minfatiy of Law,
foguiing Bank approval, be pd in place. Minkstry of Finance
- IR mmmmwmmmmmmuaumm. ¢ Dhaka Siock Exchangs,
. m.m.mmwaﬁmmmwmm Purenu of Statletics,
slock auciangs. Minlstry of Commirca, snd
. wmm of commearce and
*  Developanafficent im. mmmuhwhwmwm L nwusmmmmmmmmmmum . Mralalry of Labor and
lobor markel mmmu!ommmhuwm.mh mmmmmwmhumum ;. Manpower and the Ministry
mmdwmm.mwmm _ satsbishment's trede union. of Law
mmwmmmuummh ‘
mmu.mwmmm“mmm L Rmu“mwwummmmummmmwmvm " Minlatry of Labor and
mewmwmmmm majorfy worker suppor, . Manpewer and the Minkaty
Mwumwwwmm.nww . . ollaw
WMMWMWWManm L R mmm.wmmdpcmdwmmmmmm ‘1s  Minktiy of Labor aid
to the governinent.. . mmmmhmammmww Manpowes
: e S WO RRES, ——
(ERE Phoountd .
B f 1
3 o f " S ' ‘
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) Furthee Actions Needed: - Agency momm!nthn
 Poly ArwObisctives | Curron Problema/Siatus; Reoant Mot uree Teken Specitc Recommended Rosorabie fot Action .
’ W mmm-mmmmmmm, + Minkty of Labor and
' v. Govsnment shoukd cesse ntorvening in labor dhepuias outeide the s Cabinet Divislon and
. : Mummwnmm Legat loophokes which slow Minletry of tabos ind
oicesalve govemiment infarfarence be R !Janwww
) | V. Cessd the Gavemmmant practios of reaching wegs sgreamants wih uckons | * Cabinst DMsien and
o ammmnamwmm_ Minjstry of 1 abor and
. (BKOP), by-paesng ipacthe conaulations. . Manpowes
. T W, Enhancs saforocment of sabor leghalation by strenytharing the Labor | ¢ Minislry of Lahot sind
: o ] memw.mmm Www\ma
sirfias and lock-culs and ensuring ob A ‘ law o
v, mmwmm.mmmmm,mm s Minktry of Lubor and
mwmmwwmﬂnmmm W'nﬂmd-
B Amend the bol lew N fo retmove iha fack of & clear definition of § * of Lahor end
e basis for doutle pey for w vihich shotld axchude snnusl Manpower 6nd Minkiry of
boncmed, lew
X mWﬁmimbonpcwmmm:lmdh . Minkaly of Labor and
mmmmmummmmw Manpower snd Ministry of
mmmmm-mmummmummww Lew
sesscnatie 0000 for this ebep o have suctess.
W MNMMWMWMMMImmh *  Minislry of Labat snd
, muunmﬂ;mmmmmmm. " Manpower and Ministry of
. L4, on & daly buesis, . Law
4,;,?". . »3. Meke puitiio the Labor Law Reform Commission report Lo afick generst * Prime Minfeter's Siecralarat
. i S8 reaction. or Cetinel OMsion_........
* . ,l\_ v - * N
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M Agency or Organtration

_ Foin ed
Problem/Statuy; Recent i Specifo Recornraended Messurs Responsile for Aclion
z twihirodacion [ a.  Nothing, perhaps, socsternles kukurstriel developmnt more than B L Remove dacriminatory neaictons on foreign investon' kmputation foe ¢ Ministry of Industries,
new anil improved Introduction of new technclogy, snd mansgemenl and imarketing EOmMArEIsl pUrposss, And o kel renldaeds snd focelgn Fvestors for Catinet Biviaton, Minksfry of
tochnoiody, and techiiques end . The only way ¥ 40 B on 8 fast snd lergs imporhetion through direet payments frorn baak scoounts ibroad. Health and tha Minisisy of
miengamnt and acele is by bringing i In from outeide. X ls new bechnology and . Commerca
srkeling 9idts. management end marketing shiis that rapidly Iniiess tha "size of te
pie”. Unfortunately, local bndustiy Ja often opposed to pavitiing, much :
et ancounsging, forelp o sdmadeting [N Baek donor support to inkiste a long lerm grant wind losn program almed ) ¢ BOI, the Bangladesh Srnak
sl iro tha Toos! ot plsos becsuss of & viaw that the size skiing private companles ¥ tachnology scquistion end mastery. and Cotinge induatiies
of tha pie I fheact - and thus they witl get isae. Nothing i further irom the mmmmmc}.vm
truth. A reoenk soample of whvt techiologionl Inpul £e1 60 t Bpur i try of Sclence and
industrial acthity is given by & drsmetic (near bwo-fold) ncreans In inhor Technology and USAID
thnm%«hﬁdﬁmuﬂw%w?w@m)m % Seek donor aupport 1o inftiste 8 progrem of industrisl lons for Bangledesh- | ¢ Mintstry of indusiries, 80,
% reoelvad the beip of & USAID supported foreign fechiical advisor. forelon padines joint wnkures. Thie could be coupled with & progviim 5010, the Bangladesh
' ' : slamant that provides grache b work on new technologioal » Export Procesaing Zones
' Authoelty (BEPZA) and the
Waorkd Bank or tha Adlan
Davelopment Bank
. Remove remalning controls on the . Minlsiry of Finance and
..... for Yachrical ko how, sod techoical Bangladesh Dank ..
b swmmm.hmmauwmmum f.  Remove oxesshn protertion o * Ministries of lndustries and
mmlm.mmmmmmmwm which hes bunied Inoantivea for use of rmode efficlant lechnotogy, Finance
siderpeisn wiR of course vary wiely, Technology ks embocked in (1) the '
mechinery, {oole, equipment and prooesses sed in production, e (2) | 8. Estebiish @ mechanism of scconding e/chel recogalion and financial ¢ Ministey of Finanes, in
the knowladge, techriques end siifa brought to beat upon the incantives (somawhal I Uw mannar of tha exsting practice of insialing collsboration with (he
process, The use of Inappropristo Kinds of levats of tchnclogy sbounds Commeschilly Important Persona) fo technalogy leaders among the loost vrlous chambers of
* In Bangladesh, enfrepreninng, cominerca and incustry,
oL 8. Create sn iformation cantae which wit make Informetion svafiable on * Minhby of industries n
. tochiwiogy, equinment, suppiliens, prices, ferma of detivery, and , ‘colishoration with the
Qovienynerd polcy Inceniives, Mindstry of Sciarics snd
Technology, and the
chambarg of commarce and
: . - - Induatry, e -
3 Promotamportied e Thw focal matket Ja not bvge encugh, and certalnly does nol have §  Thamoet criticol siep needad lo promola tha espari-ed gronth sirfegyle |1, Minlslry of Commaerce,
growth suffickant room for expansion, o acoommaodite & rpkf sccelerston of 1o accalerals Imipor? and forelgn eechange Toeralization to remove tha antl- | | Minfatry of Finsince and the
Indusirisl development, The only viable option, sewi one that shirid be wport biss of the mdsting restrictions &) these wreas. Bangiadeah Bank
sgaressivaly pursived, le b socelerats mpansion ko @port marit. - s s ———————————
*  Enhanca market b.  Propress hes been made I the subetantiel eAminetion of quantitethve L Edminsle remaining trace (.. protaction) reisted quantietive restrictions on| *  Minfalry of Commaerce,
compatitiveress and tmport restrictions anxd some nationaization of import turifts, Currently inputs of tedies, suger, phammceutical, steet end cther products. . Ministry of Finance snd
 ratlonaien inckstrial jmport QRs remain on 55 four-digh HS Rems bacause of trade Teesons. Taift Commbssion
Inoenitves through " For most products, o iy ralen are now oompressed inbo g | £ Lower the highest txiff to 30 porcent within & reaconabie tme span -~ vay | Minktry of Finance
e RO Dowrakzition, | of 7.5% 100 paroset., : : o teare. : : -
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‘ , Furhar Achons Hesded: i
Polloy Area’Objeckives Current Problema/Sistus; Flecant Messures Teken Bpatiio Ravommanded Mestixes Respcoalbia for Action
' u mmmmmmmmmmm * of Finance and the
mmummmmnm Kationt Hoard of Reveue
Enharcs market ﬂWWMWMlmem L rmpnmmmmmmmmmdmm Mnistiy of Finance and
oompeiviness i of x5 takon wre corrached sl scosiensting the spprovel by BOL. Bangladesh Baink
Hheoogh eehenge program) mﬂlm«gm , 'y ‘
s ounirols bt mare could be dorre. . 5 mwﬂmhwmmmmm Mindatry of Flnanca andd
with ther faciity of bolhavey Y. ‘ ' Bangledesh Dank .

B Alow sxportecs operating on back-io-beck ter of cradk sl toimport Minfatry of Gommarca end
with mmmummwmmm- Pecyjladeets Bank
Mhmwomlo(_mu. . o o .

W Mmmummmmamummmmmm Mﬂhm&luﬂ
L. Bangladesh: Bank

. mmmmummmwwﬁwaw Mecdsisy of Finance end
-mem.(cmmmhnmmm Sangladesh Bank
auwmmms

“ m-«amm-mwmmmm finlatry of Finsnce and
mmmmmw.mmﬁmm Bangtedesh Bank
mmmmm—wmmmmw
mmmmemﬂamm.

3 mhmwﬁmupumrmcfﬂnukﬂmmmummﬁme _ Mindatry of Flnance ard
wmmmmmmammmmmmm« Pangladesh Bank
dmmm«mmmammmmmmm
the exchangs e, e ——————_—— ] —————— s —————————
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Reosnt mbisure Introduced 16 inprove Inciudd (1
Mumdmmm;hwwmmm&m

MEM{S) oport
mmmmmmm,wmmmmhwm
mmmmwunmmamusm

mhwmmr«awmmmmmm
velevation of tha domiritia vele addion retriciion for ready
gamisds mxpartere, Further wport pollcy Improvements
Mﬂm% ; grovwih, mwmmmm
genrnts, mmmmwmmmm

Aguncy o Orgenizstion

wmma{mmwmﬂmhwmm
of Inchushy, _ e

N
o b e e et
L L 8 YT
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Further Actions Neaded:
Rosponaithe forAckon .|
i Rmmmmmmmd(t)m m?umﬂm ¢ Minktry of Comivatos,
. through entrepol trade and [3) of @ number of sgricuhurl Minkeiry of Finance and the
iranadaciurad products. Bangindesh Sank
b Expandie mmwummm.mumw . piry of Firance and,
ol o waBalaciony epead - mmwmmmwm particutarly, the Duty
Exemption and Drowback
’ Offica (DEDO) of the
Ministry
- hp«euim wm«mn{xn il tocther |* p«m' %’Fu:‘&?.;“"'
3. ohe A
e Examption and Drewback
Cinica (DEDG) of the
Mintatry
. WMMWMWthmwm: *#  Minlstry of Finance and the
Bangladash fank
¥ mmmwmmummwmmmtmmmmm . Mintstry of Flnance aivd B |
Incirec axportena who who pel inadequite tax offeat on kmporied lnpade of Bangladesh Bank
companastion for protection oh Gomasticlly produced npits.
W, Mh&mmmummmmdmmmd\twhnwhmd . Minlstiy of Financa
othwr inpits, ‘
A, Abokeh 2.5 parotot import paILCA fea on knports for export. * " Ministry of Finance
vl nmmmwmmmmmm«mmmm * Minlatry of Financs
Muwmwadhu»ﬂmﬁmmmy
A wmmmwmammcmowwm *  Minitry of Finance,
Schome end take pacessary sppropriate mh\prmmmm Bangladesh Bank, BOT and
mmprmmaummw cost for tha inauranca tha Expoit Credit Guananies
COVDIED®. : Scherns Cll In Sadhamn
Bima Corporetion

¢ peies i,

.......................................................

MNatlonal Board of Revonus




4. Spoxdupw -
privetizaion prooses.

4,

. improve
makcs thern more stabia employment peoerators.

: i Massires Takan

Further Actions Needed:
ooxrinandad Meaines

Ageney o Orgaakzstion

This Je tha most affectve way to eliminate the huge public anterpies
MMMMWmhmmm,amm

the sMiclency of these srkerprises, improvh thokr products and

The Privatization Board wie estebiished on March 20, 1903 and then
m-mmumumumnwmorm
1m-ﬁ¢m.w.9mmmmmummxm-

Tha Privatization detmlammdmmtemoduﬂerpdm(wﬁn)
ummmtm,nmmmmmtm
mm.mmhmuwmwmmedm,mmm
mwm«,mmmhwmmrMst
mm;mm-unmmmmmmmmm
wm«-m“umm,mwpmmm.
tenwe, government ih five SOEs have been sold to private
um.mm.mmammmdmumoauy
ouinei Insunanes company.

MMiW.hMWIM&MMM
horeases he of tha process of of 8OEasnd

tranapanoncy
' mmmm.nmmwwumw

Specifio Rocommended be
Kay $2aps Neaded bo soceinate the privatization process &e:

1 spewwpmwwqt)mmmmw
muu.mmmmamwmm.m
mmmwwm.mmmmmm
m-mmwm-mwww

. wmm@nmwmwimmwﬁwbnhopmw;

mmmimmtumwhwmeoisoscw
gavernment owtied stwres), '

8. Encounge forelon

R, mmmammmmmm«pdmtwm
mechandame sheuld be employed, whers

{heough the sectarities market (the recent

munmwywmmnunmmwmmwkmok
aloc

m};wmum«wmmmmmmw

oﬂMpﬂidhmthmwnmw

this pos sibify); and bank structumd, fnancad and undervaitien
disiwestmont.

b, Whele govaenment s unable to Lranater, of wholly trenafer, ownsrship of

mmm.m,mmmummmmﬁs

mwmm,mmwmpcwmbmmmmsm»dm

sddiional spproprista,
smhuopmmm«bhchdm:openmm;lmmf«dwm

Hesponsfols for Action |

Privatization Soard, Minfelry
of Textivea, Minkiry of
Energy and Minerd -
Resources, Poxer
Development Board (PDB),
Mindatry of Communications
and Telephone and
TFelegraph [TAT) Hoard
Privattcation Bonrd, Minislry
of Taxties, Minkdry of
Enargy and Minens!
Heaoison, POD, Minkly
of Communications and
T&T Board

Privallzation Board, Ministry
of Taxtiles, Ministy ot
Enargy and Minaral
Rescurces, PDB,

Cabirat Divislon,
Privatizstion Soerd, Mintstry

_ of Comnumnications, T&Y

- broacbess ownarship, undartaken. Beard, and other relevan
govertuvient sgencles,
. mmmmm_mwmmvmmm,mm.un v mmmwmwmmmwmwwmmm o Mintsy of Textiles and
Bangiadesh Industrsl Edmmrmm)mm mmmmmm«mammmmmm Privatization Bosrd.
_sw.mmmmmmmmmwﬂ Ivwoived I this process).
uﬂmuwwmmcmmmmosnm '
mummumwmmmwdmm. v mmmmmbpmmmmmumauumm " Sirivatization Board ard
mamammmm«mmmn reapective governtmend
peivatiestion policy exphcky his mespt I the case of shat tam agancies,
mmwmmmmwwmmwmm '
mhmawmamwmw,
Vi Moaﬂmﬂuvﬁlﬁlmhmnmmm * Pveiization Board and
restructuring end rehabifiation. . mmcg:mmm
" GENCEE. i




o o ' Furthar Actions Needed: Agenty or Organtestion
M?&Mﬁ_ﬂ_ | Cuarent Probleme/Status; Rucerd Measures Taken ! Specifi Racommanded Measures Responsibla for Acton
- . * i vl A Interm maasures (o pivatizing the SCEs: :
. "Mﬂ.ﬁom Yoy 4 e : el
Sppabrpm - smummepummm ropotungdmclmouw?ﬂm ! Prime Minister's Secrelarat,
i R R T S8 Y Minister and acoountable b U Purflemend, todehdandmpoﬂ Cabinet Divialon and
1 ' SE Eets It . pRferaga in the SOEe. Mintstry of Finarice
LA e i d 4 *
_ e > $ +  Recrullfop SOE éecutivae from the open market and engagathem | * Cabinel Division snd
pey o : mmmmnﬂhuhorpemmm seievant govemnmant
g » Y W
! . L - ‘lmsoEathﬂmcmnHAduhumm * Minlstry of Law and Minstry
.- e * v under the Bangledesh industrial Entatprises Amendmerd 88, 1604 of!nd\ulry
bt £ i Contracting out o privale firms of chert-besed services — which the * Privalieation Boand and
t k poveimmant Is now providing. Cutioms would be s good place to itard. mpedlwomnmem
K. Make mora intenalve cze of bilild operste and oan (BOG) and bulkd . cnbm DMdm and
operate and transfer (BOT) mechantens to accelerate infrantructufe gaverinend infrastructure
developimend, especially for developmant of power, gas, relatad ngencies (PDB,
(slecomimunications, spacial devsioprmont zoras such 53 export procesting Roaus shd Highways, port
Ionen, mmmponrm suthorlties, gee authoiftiea,
‘ TA&T Board, elc)
. Retlonaflzg tabor by iemoving ovet-stalfing belore privatizslion by resoiling | * Privaltzation Board and
to voluntary labor rtrenchiment Undsr & wdenmw-tmka‘mma mmmmmem
which has donor suppat, agencies
13, inhe privatizstion process, MPMMBMMWMNWW : Privatization Board and
competition or, whare this s not possible, or phicticed, work with other Minlstry of Commnres
' concurmed agencies - e. g, the Ministry of Commerce ~ to gae that simple
. targeled reguisioty nites re In place to profect the pubfic In & monopoly
emconment,
W%, The Privatization Board shoid infijala & major ewareness campalgn fo * Priwatastion Board
: Inform the publc of haw much sisle nuri enterpdses rnd senices ars .
oosting them b tkerma of high tewes, jout jobs, high interest ralas,
" . Wchmmm and poor services and procucts,
N 1 L
s, Tha Chekman of ths Piivatization Board must ba & personwhobs fresof | * Prime Hinkstera Secrataris,
vasted interesis In the priviization process. Members and Exscutive Crbinet Divsion
' Btudmmwldbtpemu harving expetiénca In srees auch as Indusirial
. appraisal, contruct b, and publio eiationa, One
o L , of%ammm shioukd coma from the private secior 1d
. o st o e & Ronal privete sacior members Ghoutd b brought in as ex-officl
iz Tae W e TAThers rEpeaanting e chumbIiD, i e e e e
L . (RN LRI R4
[E I LT LS A A A Al_‘n‘?‘:f;‘-".‘!;*. VS e BRI | B A
L T S ' e tdoneTy BRI TR BE{ %5 I, L
EN R TAN T EER R ey u\ L, R P AN S A A A BT ST
R L ' M ' e
1




Wwom

. Further Aclions Needad:
Currenk Problema/Status; Recert Measwes Taken Specific Recornmended Moasires jResponsitle for Action
i5. . Streamfine and make {n. Thore aec # humbir of ministries dealing with industry and commernd. i, ‘Thought ahuld ba givan o consolidaiing thess fragmanted elements into ~ Cabinst Division sand the
the governeient ‘There e also tha Bowrd of investment (BOY) snd the Privatization Board one large minkstry mede Up of 8 number of divisions . sach with s own Eatablishment Diviston
ffective, nwither apparently with the suthorlty they need to acosmpiish thelr - socretaty. The restructuring shoukd efiminete redundancles end aim at '
ncocunteble, and ts . ‘ ‘
nciivities . ‘

b,  The pay scale | foo low to parmit ofticials & reasonable Ke siyle - thi |1, Rates pay ucale X porcent per year unif totel benefite reacti the level of tha Cabinet Divislon and the
leading 10 & ik of Incentive and difigence and to rent ssskdng. The size privels secior, Decreess the size of the burseucracy by Y percent a yeer Establlshment DMslon
the bureaucracy is alag too massive with many peopie siting arcund dalng urdilan optium sire be resched. : ;

lo.  Thegovetnment Rules of Busivess s outdeted snd inspproprisie tom {1, Tha Rufes of Bushess naad to be revised lo reflect  parfiamientary form of Cebinet Divislon
. tpdern damocratio form of govetnment, mm,m@w.mmmusmmwmdnwof
. servica fo the publlo, sseress e eneseses s sssesorss e se s e et AR e 0
d.  Four government commitiees have beeh setablished to review H mWMmemmmm:meedM Cabinet Divislon
administrative reforin propossits and needs. One of thaas, s Ninlsterdal commplate thelr work and with donor ssaistancs knplement reform,
Commisalan, la to proposé concrets actions bused or, the work of the
i MMmmcmmbnnmdhmmm ) et " e e———
<, Malnlain general 2,  Thero are peiodio recuerences of violent actiftien in educ.ational L. Setupor strengthen pofice guards st vulnensble points inciuding industiial Minketry of Homa Alfsirs
security and industrist Insiutions snd outside 23 well as frequent genersf stitkes (hartals) and plants, .
pesce fabor unvest, ‘
K. Ban- gnd enloros ban on — poftical rafiies I sducational institiutions, Ministry of Homo Alfsine

b.  Passage of and piacing Info effect tha anti-tarortsm law has helped the [N Sterrly dead with Megal isbos unrest in sccordance with the tabor law, Ministry of Home Alfalrs

generel dew and ordar, end security problem — but further improvement i ‘
iv.  DepofRictza lshor unlons by reducing thalr muitipfichy and aflowing only ona Minlsiry of tabesr and
umnlon i &n industisl establistenent, Lmnpﬁwwmd Minfstry of
- aw
v.  Discortinue unsuthortied Govermment intervention in tabor disputes and the Mintstry of Labor and
7. Stmdstetheprivele |8,  Government spending of funds on dotos supported L Buresucrstic procedires for processing and implementing development AR concerned sgenclea
saclor trough programs la fes betind echedule. This leads to missed opporiunites such projects must be sireaimined. Authority shoukd be delogated, Project
Increasing public a8 stimuiating private secior sctivily via mone affactive demand diroctons must be iUl Ume and frequant ranaters shouid be avoldad,
Investment, Tha as wel as providing infrastructure b kwar the cost of .
knimediste objective “doing businesy” and hunan resolrce i Mowmmmmmdhphmmmmumnedmtﬁc Al concamed agencles
would ba to increess In ecucation snd heaith servicea, snd dreving down o the private aclor, ' . :
the reis of 2ross foneian resarve which ks responabla for #n . '
Smplenv:: tation of the overvaliad fote which In tum hurts export industry, A continued
Annusl sluggish meacution of thess programs wil lead to & reduction in donor
Budget and a longer the Asian Developmart Bank'a recent cancefistion of a
term objaciive would O2.7 miion US doliar kvterest-frae loan), »
ba b increass thestz

12




c_gm_ummm-,ﬂmwutm'

»

-

and frecuent povwer cutages, wﬂm«mm
.wmwuwm!ommamhouhwmm
mummmmw , sl Inaclecgunte
facition are some of the problem sroes.

New petroleum poficy sncoursges piivele axplorstion of ofl and gas, the
mport txx on has bean walved, private sactor

distribution of gas will be allowed In case the Goverimert supply proves
hndeth wmmﬁmwmmmbwm

The Govattunant's decision o amend exating tews
(Tmnmom:onmmmmem
participation in tejecommunications.

emmmmmmhmmfmhmm«

¢ Pumufwmmhtmmhw
© o of Joind ventures or o new privalely owned Company compating
with Bangladesh TAT Board,

*  Inthe of and gaw seclor, & povemment ¢ clsion to parmdl
negotiations of #n agreement with infernational companiss end en
agreemen reachied to establish o sapirte, commesciatly orlented
gRe and transmiasion company.

such forme s managemant conlrects, lease, bufid-ovwn-operate snd bulkd.
owir-raneier sirangements,

Mrmmnbaﬂo?nuhmhhwmwmtﬂimn
charped to the Powsr Development Board

Efminate thaft of electricity. Thogammddndshnhlewme
generstion, tranenviesion and distribution lnto eeperals mitonomous
commercial companies is & slep I theright siraction. Thought shoukd s
mmmmmmmmommmmm

-

Futher Actions Neaded: Wuo'ﬁlfm .
MR”MMN 7 Rm%hrm!
Mmunurmdnmbmmamwtmpwnh m
pwmmdmmmm aem.mw
Minislyy of Cormunications
Emummmemmmhmmonm “Ministry of Energy and

#8ineral Resowoes, and tha
Minlstry of Communications

Gan compenies ~ o
example, Thas, Bakhrabad

Minlstry of Energy snd
Minars! Resowces, The

. DBanpladesh Power
Davelopmant Degrd, tha

Bangiadest Rural
elacirification Board snd the
Dhakn Electricty Supply
Auholy -

* lnhwmtwdot wmmmhupuuemﬂﬂm

mwmmwmmummmemmu
vompitzory subject up to the graduate level,

Rermove o Lax on compider end related technology

Minlstry of Flnance wnd
Natlonal Board of Revenue

.......................




..............................................................................................................................................................

us; Recent Measures Taken

‘Agencyor Organization |
Responsible for Action

Current Problams/Siat

el T A e LALR Lo e
For many years, the governma
; d technioal ass
daveloping is pianning
counlry Is moving loward a piivats 8
{hat both the govarnime:
seclors ability to
ting industrie! plans and policy.

forca directed fowar
of fow price and high quality goods.

Commerca has inttiated work on 8 Consumers’ Proteciion

...............................

Policy Aes/Objecives |
10.  Strengthen the
ndustrial chamber

and essociation
movemaen)

hes recelved taining,
1stance from donor agencles eimed &t
and policy making capatililes. Now
eciof led growth strategy,
communty invest in developing
analyze, formulate and aselst the government

supported
association movement through instiation buding
aimod ot efrengthaning the movemenis ability to participate In
nationa! planning as welt as lo conduct sireng forward looking pelicy

# and tha donor diatogue wih govemment.

....................

The Minlsiry of Commerce should inilata saminara snd discussions

focusing on ihe propossd
chambers of commaica &
The act shoukd focus on desirabie ela

....................................................

............. in implemei
. Consumers should ba & inajor
economy through thelr desire {

4 rllonaizing the

simed M sirengthening the chamber snd | *
that Includes a strong

........

act arct consumar needs amang consumers,
nd industry and relevant govemment officials,

ndards and correct muasurements
witich should ba laft lo free market compaliion.

..................................................................................

Minlstry of industries and
USAID

T3 Ninistry of Commerce

.....................................................................




Exhibit G-2. PIAG’s Analysis of Policy Changes
Wade by BDG after PIAG Representations
(Provided to Evaluation Team October 9, 1994)

Policy Changes Following PIAG
Representations

1. Introduction of a process of automatic
registration of proposed investment projects
with the Board of Investment. Of particular
importance was the removal of a requirement
of documentary proof that an investment was
already underway prior to being able to obtain
BOI registration.

2. Removal of the requirement for foreign
shareholders of joint venture companies, or
companies wholly owned by foreigners, t0
seek permission from the Securities
Companies Commission for the purpose of
transferring their shares to others.

3. Introduction of a compuier-based
management information system in MOL

4. Elimination of the passbook system
limiting imported inputs for all but restricted
import categories.

Comments

This recommendation was made in the PIAG
Policy Matrix as well as in PIAG Report 6.
Also, several meetings were held with
Members of the BOI at which this issue was
raised. After the policy change was
implemented, there was a large increase in the
number of new investments registered with
BOL

This recommendation was made in the PIAG
Policy Matrix as well as in PIAG Report 6.
Also, meetings were held on the issue with the
Chairman of the Securities and Exchange
Commission. The change is a direct result of
PIAG representations.

This was recommended in PIAG Report 5.
PIAG is currently working with the Ministry
to introduce a rudimentary system and to
examine the benefits of such systems.

This was recommended in the PIAG Policy
Matrix and in PIAG Report 6, as well as in
meetings with members of the BOL A new
policy was established whereby new
passbooks limit only restricted items.
Customs, however, still limits unrestricted
items listed in old passbooks without written
BOI approval. PIAG is now making 2
recommendation that the Chief Controller of
Imports & Exports should recall all old
passbooks and replace them with new ones or
the NBR should issue a Statutory Regulatory
Order stating that henceforth restriction of
imports of the passbook items would apply

only in the cases of restricted import category
items.

(continued)



Exhibit G-2 {continued)

Policy Changes Following PIAG
Representations

5. Fuil exemption of duties on imported
machinery for 100 percent export-oriented
industries outside the export processing zones
without requiring bank guarantees.

6. Development of a database of fisted
companies on the Dhaka Stock Exchange.

7. Increase cash compensation to local fabric
producers from 15 to 25 percent of the value
of such supplies to ready-made garments

producers for export in lieu of dury drawback.

8. Exemption of duty on raw hides and skins
for Jeather producers with a bank guarantee.

9. Withdrawal of Bangladesh Bank controls
on bank loans to hosiery industry, trading
loans to sugar, pharmaceauticais, textile
products and general merchandize. and on
bank financing of stocks of certain goods
categories such as air conditioners, complete
bicycles, domestic refrigerators, electric fans,
motor cars, trucks. and buses.

10. Further reiaxation of foreign exchange
controls such as those on personal and
business travels, making the Bangiadesh Taka
fully convertibie on current account by
eliminating or relaxing exchange controls on
remaining current account items.

11. The Finance Minister has already
announced that the Taka would be soon made
convertible also on capital account.

Comments
Proposed in PIAG Report 3.

Proposed in PIAG Policy Matnx.

Proposed in PIAG Policy Matrix and PIAG
Report 6.

Proposed in PIAG Policy Matrix and in PIAG
Report 6.

Proposed in PIAG Policy Matrix and in PIAG
Report 6.

These were proposed in PIAG Report 6.

Proposed in PIAG Report 6.

{continued)




Exhibit G-2 {continued)

Policy Changes Following PIAG
Pepresentations

12. We understand that the Nationai Labor
Law Commission has recommended the
following:

a)  No outsiders, including Previous
employees of an industrial firm, could
become members of a trade union of
that firm or. if already members, retain
that membership.

b) A three-year moratorium has been
proposed on the formation of trade
unions in newly-established industries.

Comments

These were proposed in PIAG Report 6. An
earlier version of the Report was made
available to the National Labor Law
Commission while it was in the process of
finaiizing its report. According to the
disclosure of a previous member of the
Commission in the PIAG seminar held on 16
Aprii 1994 to discuss the PIAG Report 6, the
Commission has addressed most of the
concemns and issues raised in PIAG Report 6.
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CORRESPONDENCE BETWEEN PIAG AND THE
SECURITIES AND EXCHANGE COMMISSION

Exhibit H-1. Letter from Dr. R. P. Black, PIAG Chief Technica! Adviser, 1o
Dr. Najmul Hossain, April 20, 1894

Exhibit H-2. Letter rom Mr. S.Z. Khan, SEC Chairman, to Dr. R. P. Black,
PIAG Chief Technical Adviser, March 20, 1994

Exhibit H-3. Letter from Dr. R. P. Black, PiAG Chief Technical Adviser, 10
Mr. S. Z. Khan, SEC Chairman, March 31, 19894

Exhibit H-4. Draft SEC Notification, April 11, 1994
Exhibit H-5. Final SEC Notification, April 12, 1994
Exhibit H-6. Press Clipping from Daily Star, April 14, 1994

Exhibit H-7. Letter from Mr. S.Z. Khan, SEC Chairman, 10 Dr. R. P. Black,
PIAG Chief Technicai Adviser, April 25, 1994

Exhibit H-8. Letter from Dr. R. P. Black, PIAG Chief Technical Adviser, to
Mr. S.Z. Khan, SEC Chairman, April 28, 1984




Rorald P. Bilack, Phd _,V The Policy laplementation
Chief of Party v {t{/ and Analysis Group (PIAG)
: H

413‘3 A USAIB/HUI project managed
' by IHCC-Washington
s P ‘ ; Adamjee Court, 4th Floor
I g . 115-120R0t 5 jheel C.A.
RRY; ? GP0 Box 3545
f; Dhaka 7T00Q Bangladest
A Tel: (880~2)863855
6 Fax: (B80O-~Z}8B3416
883518
20 April 1584

Br Najaul #Hossain
Private Enterprise $tficer
USAID/OEE

Aperican Eabassy

Dear Najmui:

With this letter, I would like to document a recsnt PIAG success. On 28
February, 1 sent Wr Sultan-uyz Zaean Khan, Chairasan of the Securitiesand
Exchange Commission, a copy of Abdur Rab's latest repert on regulatory
constraints to industriaidevelopment. ©On 20 March, Mr Xhan wrote o se
questioning whether a statemsnt in Dr Rabd‘s report, which claimed that non-
portfolio investors needed SEC permission to disinvest their shares, was true.
He noted, "SEC on itspart has found no basis for the above aentioned
observation.” See the attached copy ot Mr Khan's letter.

Subsaquently, I wrote Mr Khan explaining the basis of our inforsation. See

attached letter from we to Khan. ¥e then called Mr Khan and arranged ftor

Abdur and I to meet uwith his--which we did on 5 April. At this meeting we ;
discussed many exanmples of Goveranment regulatory centrols and the -
difficulties encountered in implementing Sovernsent policy which should deo

away with these. Nr Khan had ask one of his officersif SEC approval was

required by foreigners to disinvest non-portfolio shares., He was assured that

this was not required. However, by the time we left _having spent about an

hour with him, he had begun to have some concerns and told us he would

check once acre.

or 11 April, Hir Khan called me and said he had indeed discovered that
foreigners were coming to SEC requesting persission to disinvest. He was
therefore putting out a notificatiorthat this was not required. He said that
he would like to send over a copy of their draft and get our cosments. This
arrived shortly thereafter. The statement mas quite clear in stating that joint
ventures or foreign owned companies do not need SEC approval to transter
their shares. However, the 1ast sentence of the notice as a sort of an aside
noted , “foreign shareholders shall be guided by the respective company's
Articies of Associationor any relevant law in force.” See the attached draft
notice. We believed this last sentence did not add anything and could serve
to confuse pecple. 1 conveyed this view toe the Chairgan. He noted that the

t been in the originaluhich he had written but had besn
g?‘%aessetnetdengg %?’:de %? h?s otficersand go he had let it stand but that now that




Exhibit H-2 .

Suitan-uz Zaman Khan ——1 @ TETEE S
- SECUIITIES AND EXCHANGE COMMISSION

Sicesg JBAN BiMA TOWER [15TH & I6TH FLOORI

10, DILKUSHAC A nam-moa.m:sasm

No.ED/DEV/SE-SEMINARS /94-127 20 March,19%4

Dear Mr Black,

With your letter dated 28 February 1994 addressed
to me you sent a copy of final draft of "Regulatory Cons=—
traints to Industrial Develapment in Bangladesh and Recent
Deregulations.®

I wish to invite your attention to paragraph 2.21
at page 11 of the above mentioned report which reads as
£follows : ™Another issue that can be troublesome to foreign
£irms is the relative difficulty it can face in winding up ‘
business and repatriating its capital. While foreign inwestors‘;
investing in stocks and shares of the Stock Exchange can
freely invest and disinvest and repatriate without requiring
any permission, this is not the case with non=portfolic
jnvestors. The latter group of jpvestors need permissions
£rom relevant authorities like the Sgcurities and Exchange
Commlission and the Bangladesh Bank to remit their disin-
vested share capital.™

SEC on its part has found no basis for the above
mentioned observation. Can you please clarify ?

Yeurs Sincerely

25%47
— .
Sultane-uz Zaman Khan
Mr Ronald P. Black
Chief of Party
The Policy Implemention and
Analysis Group {PIAG)
Adamijee Court (4th floor)
145=120 Motijheel C/A
Dhaka=1000.

A

4



we thought it could lead to contusion, he was inciined to delete the last
sentence.

&n 14 Aprij, 2 headline on the front page of The Daily Star announced,
"foreign investors can trans*er shares without perzission.” See attachment.
At the PIAG seminar on 16 Agril, I was approached by the Chairsan of the
SEC and handed a copy of the official announcesent. The last sentence of
the draft had been dropped. See the attached copy of the official

notitication.

Chalk one up for PIAG!

Regards,




CALIN 1%

Ronald P. Black, #hD The Policy Implementation
Chief of Paxty and Analysis Group (PIAS)

A USArD/MOI project managed
by IMCC-Washington B
Adamjee Court, 4th Eloor
115-120 Motijheel C.A.
&GPC Box 3645
. Dhaka 1000, Bangladesk
Tel: {880-2)863855
Fax: (880-2)883416

883519
31 March 18%4

Mr Sultan-uz Zaman Rhan

Chalirman

Securities and Bxchange Cemmission
Jiban Bima Tower {13th & 1éth Floor)
10 Dilkusha CA

thaka 1000

Dear Mr EKhan:

.Thank you very much foruyour letter, dated 20 March, 1994, No.

2D/ DEV/SE-SEMINARS/ 94-127, bringing our attention to a possiblefms
misrepresentation of clearance requirements for winding up

foreign investors' businesses in Rangladesh and remitting
disinvested proceeds. The cbservation made in Dr. Rab's draft
report, which you have guesticned, was based on the information EENS
he gathered from the Board of Investment's Poreign Investment
Cell. at the time the Securities and Ezchange Commission was
established and some of the BOI's responsibilities transferred

it, approval for remittances of disinvested share capital was clEEs
of the functions BOI ceased to perform. They, and we, assumed |}
that this was now a function that vou performed. If it is not, SRS
it is certainly something we wish to correct before publishing S
our final report. We will call your cffice in a couple of days s
+o s2e if Dr Rab and I can visit you and be enlightened on this S
matier. S

By the way, the seminar on Dr Rab’s report had to be postponed

_due to unforeseen complications at the Ministry of Industries.

We are now trying to reschedule for around the middle of this

month. You will certainly receive and invitation when the new
time is confirmed.

Yours sincerely,

cc: Dr Abdur Rab
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Exhibit H4 .

SrisSEaoet © =N =N
SECURITIES AND EXCHANGE COMMISSION

JIBAN BIMA TOWER (I5 & 16 FLOOR). 10. DLKUSHA C/ai. DHAKA -1000, TEL : 237972

No. SEC/Section-3/94- 153 Dated : 12th April 1994

‘Notification

The Securities and Exchange Commission’s attention has
been drawn to & misundersianding in certain quarters that the
Commission’s permission is required for tramnsfer of shares
owned by foreign investors in joint venture companies or
companies wholly owned by fereigners.’

In this connection, the Commission would like to clarify
that foreign shareholders of joint venture companies or
companies wholly owned by foreigners need not seek the
Commission’s permission for the purpose of transferring their
shares to others.

i

Sultan-uz Zaman Xhan
Chairman




Exhibit H-5

Bioc SECURITIES EXCHANGE COMMISSION
JIBAN BIMA TOWER

05 & 16 FLOOR). 10, DILKUSHA C7A. DHAYA -1000, TEL : 237972

PR

No.SEC/Section=3/94= }\,'j,,;,{f PV Dated : 11th April 1994

-

Notification

y@*“"('

The Securities and Exchange Commission's attention has

been drawn to a misunderstanding in certain quarters that the:f

Commission's permission is required for transfer of shares

owned by foreign investors in jeint venture companies or

companies wholly owned by forelgners.

In this connection, the Commission would like to clarifyﬁ??f

that foreign shareholders of joint venture companies or compan¢;°

wholly owned by foreigners need not seek the Commission's _ -
permission for the purpose of transfe?fng their shares to othef3 }
However, in that respect, the foreign sharenholders shall be N
guided by the respective company's Articles of Assccsiation or_;f;-

any relevant law in force.

vé; Sultan-uz Zaman Khan
X4/~ Chalirmane.

\\.}-"J o RS 4



Exhibit H6

Exhibit H-5

Press clipping from paily Star
April 14,1894, page 1.
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" Exhibit H-7 .

Suitan-uz Zaman Khan TR © IIee BT
Chaimon E SECTRITIES AND EXCHANGE COMMISSION )
ﬁﬁ_a% JIBAN BIMA TOWER (I5TH & 16TH FLOOR)

10, DILKUSHA C/A. DHAKA - 1000.TEL : 566783
FAX NC. 88-02-867540

NO.SEC/MISC-1/2/94-1{49 . 25 April,1994

Dear Dr Black,

I believe that the PIAG Seminar on Regulatory
Constraints to Industrial Development in Bangladesh
(16 April,1994) proved useful to all concerned. In that
connection, I appreciate the reference which you made
+o the SEC notification removing restrictions on foreign
share transfers in the case of non-portfolio investments.

Tﬁgugh 1 could not attend the full -~ Seminar,
we at SEC nave reviewed the Matrix of Policy Actiens on
Accelerated Industrial Development, prepared by PIAG.
SEC's action is called for in some specific areas inclu-
ded in that matrix. Those are briefly stated hereunder.

First, disinvestment.of government—owned manu-
facturing crpital tbrough the stock market and by other
means. SEC has taken up the matter with important minis-
tries, notably the Ministries of Industries, Commerce and
Energy, and also the Privatization Board. It has offered
and is willing to provide technical assistance, as appro=-
priate, to the concerned agencies in their work for
processing specific cases related to off-loading of gov-
ernment-owned shares in SOEs, multinationals and other
companies through the stock market.

Secondly, devising appropriate anti-speculative
measures. We have already. prepared 2 draft of "insider
trading® regulations and would be happy to share it with
PIAG for comments, if you so desire. Formulation of other
pertinent regulations are presently under consideration.

Thirdly, development of 3 database on different
aspects of capital market development. We consider this

page/Z




of great importance. We are engaged in developing a

database on the listed compznies of Dhaka Stock Exchange
and- would welcome any PIAG assistance in this area.

Finally, we hope toc closely collaborate with PIAG,
as feasible, in pursuing our common goal of enhancing
"investments for accelerated industriil development.

Yours Sincerely

Sultan=uz Zaman Khan
Dr Ronald P. Black
Chief of Farty
Policy Implementation and
Analysis Group (PIAG)
Adamiee Court (4th floor)
115=120 Motijheel C/A
Dhaka.

1
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Exhibit H-8 .

Ronald P. Black, ?uD The Policy Implemantation
Chief of Paxty and Analysis Group (PIAG)

A USAID/MCI project managed
by IMCC-Washingten
Adamjee Court, 4th Floor
115-120 Motijheel C.A.
&GPO Box 3645
Dhaka 1000, Bangladesh
Tel: (880-2)863855
Fax: (880-2)883416
883519
28 April 1994

Mr Sultan-uz Zaman Rhan

Chairman

Securities and Exchange Commission
Jiban Bima Tower (15th & léth Floor)
10 Dilkusha CA

Dhaka 1000

Deaxr Mr EKhan:

Thank you very much for your letter of 25 April and the kind

references to our seminar. We appreciated your participatiorn and
- gontribution.

I was also pleased to hear that you believe some of the

K suggestions in our policy matriz are worth pursuing and that you
are indeed already doing so. TWe would be gquite pleased to see
the draft of your "insider trading® and if we have any thoughts
on it to share them with you. Also, we would be happy to see if
there is anyway that PIAG could assist the SEC in developing a

database on listed companies. At least we may have some ideas
that we can offer.

I will give vou a call early next week to see if we can arrange a-
meeting. '

Yours sincerely,
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QEE/USAID MISSION MEMORANDUM ON THE REGULATORY
AND POLICY ENVIRONMENT INDEX, OCTOBER 11, 1994

Internal Memorandum from Mr. S. Calliston to OEE staff explaining how the Regulatory and
Policy Eavironment Index listed as an indicator under Program Outcome 2.2 of the PRISM
outline can be derived and tracked.

Explanation of Scores and weighting System for
Regulatory and Policy Environment Index

Regulatory and Policy Environment Index for PRISM P.O. 2.2

Development No. of Policy Changes Listed in Policy Matrix:

Cbhjective ' A’s B’s C’'s Totals Percent
Banking 7 3 1 11 1&.6
Business 4 p 4 7 11.9
Trade 7 7 i 15 25.4 )
Legal 8 2 1 11 18.6
Labor 3 2 3 LG i6.9
Privatization 4 o b 5 - 8.5
Tokhals 33 16 190 59 100.0
Derivation of Weighted Index: Index

A’s x4 B’s x 3 C's x 2 Totals Percent
Banking ' 28 9 2 39 19.5
Business - 16 & 2 24 12.0
Trade 28 21 2 51 25.5
Legal 32 6 2 40 20.0
Labor . 12 6 i0 28 14.0
Privatizatio 16 c 2 18 .0
Totals 132 48 20 200 100.0

NOTE: In the USAID/Bangladesh Policy Agenda Matrix, the

59 policy changes listed for these 6 development objecltives
are ranked A, B or C in order of importance, with weights of
4, 3 and 2, respectively, to derive the index of successful

achievement.
USAID/B, OEE/CSCallison, PIAGINDX.wk1l, 10/11/94




Appendix J

PLANNED INVESTMENTS REGISTERED WiTH THE
BANGLADESH BOARD OF INVESTMENTS

Exhibit J-1. PIAG Memo on Impact of Board of investment Change

Table J-1. Selected Foreign Investment Proposals Registered with the Board of Investment
from January to June 1994




Exhibit J-1

Ronaid P. Black, PhD The Policy Implementation
Chief of Party and Analysis Group {PIAG)

An MOIUSAID project managed
by IMCC-Washington

Adamjee Court, 4th Floor

115-120 Motijhee! C.A.

GPO Box 3645

Chaka 7000, Bangladesi

Tel: (860-2)863855

Fax: (880-2)863833%

13 October 1884

Dear Tom:

Enclosed is a better table for illustrating what happened when the simplified registration

. procedures were introduced at BOi. You will note that in the three years preceding the
introduction of the procedure, Tk 4.4 bilfion was registered. In the first month after the
simplified procedures were introduced, Tk 21.2 billion was registered—about five time
the amount registered in the preceding three years. In April, Tk 2.2 biflion was
registered and in the first haif of May, Tk 1.9 billion. Clearly there was a back log that
surged through on first simplifying the procedures but stilt in the following two months
more is being registered per month than was previously done per year.

| hope this is heipful.

. JOINT VENTURE COR 100%Z FOREIGN
INVESTMENT REGISTERED WITH THE BOI (BOQK VALUZ)

(TAKA MILLIOND

--4———----pq-—--—--——-—--————_-'-——-—.p-.-—--sum-——-—--q----u-——c—u--—-—-n———u-

NUMBER OF LOCAL FOREIGN TOTAL
PROJECTS o cccccccmmmem—m s
| 1991 MAR-DEC 12 291.477 328. 506  819.983
1992 22 452.998  1170.308 1623.307 |3
1593 34 906. 517 754.570 1661.087 ‘/yf
1954 JAN-FEB 3 147.6 299.1 446.7
TotAaL - 7 S7o6.592 | 2552.493  4351.077 ‘h/‘e;.
1994 MAR 12 1196.8 20041.3 ° 21228.1 ~ g-,.é 3
APR 14 1351. 4 831.7" 2183.1 -l"?
opTa 14 4 257.9 . 1634.6 1892.5
ToTAL 3 Tzece. 1 22567.6 25313.7
SOURCE: BOARD. OF INVESTMENT




Table J-1. Selected Foreign Investment Proposals Registered with the Board of
investment from January to June 1984

st Name end Address ot Project ares of invesiment Total investment investor
No. {rnillion taka) Country
01 (Omega Acua Farm Lg. PrawryShrimp 145 UsAa
2671 {P) East Nasirzbad o] Local
Hilview R/A. Chittagong {100%} Foreign
02 |China-Bangladesh Hospital (JV) L. Hospital & Cinic 390 China
Shams Bhaban {35%:) Losal
17. Swideshwar Lane, Dhaka {65%) Foreign
3 |Wad Thing Yentures Pvi. Lid. Leather Products 204 Hong Kong
£2/5, Nutan Palian Lane (4 Leca!
Azimpur, Dhaka {100%) Forsign
04 |[The Lungia (Syihet) Tea (Blending & Packetng) 16212 UK
Tea Co. Lig. {) Local
22, Kazi Naznut islam Ave, {100%) Foreign
Dk
05 {inter Tech Engineenng Lid. Steel Structure Fabrication 2300 Sni Lanka
Hasen Court {9th floor} (35%;} Local
2371, Matiheal C/A. {85%j Foraign
Dhaka
06 |Simak Wonden industry Lid. Wouoden Fumniture 1.95 Swaden
Johanna Safstrom {20°%) Local
Speimans hojden & Sundbyberg, Swedan {80%) Foreign
07 {Concept international (8D} Lid, Textile Dyaing & Finishing 11.00 Sweden,
wouse No. 934, Road No. 25, ) Local Pakistan, UK
Banani R/A, Dhaka {100%) Forsign
08 ISanritsu (BD} Co. Lid. Lens Mamfacturing 11.48 Japan
jHhessain Khan Centre {26%) Local
{Bth floor} {74%) Foreign
13, DGikusha G/A, Dhaka
09 |Bhagwan Paper Machine (Pvi) Lid. Media Paper 200 India
162, Shantbagh, Dhaka &) Local
(100°%) Foreign
10 |Sun Methano! Bangladesh Lid. 2/9, Block-D, Methanot iig. 1138840 Saudi Arabia
1 almatia Housing Estate, Dhaka {4%) Local
(96%;} Foreign
11 |Hualon Comp. Pvi. Lid, integrated Textile M 8507.78 Malaysia
Level 9810, Wisma Gold hil Jalan Raja Chidan (-} Local
50200, Kualaiumpur {100%) Foreign
{Malaysia
12 §Bietia Kodtting Ltd. Woolen Sweater 1250 Italy
Piot-326/A {10%) Local
Tongi industrial Area {90%) Feraign

Dhaka




Table J-1 (continued)

sl Name and Address of Project Area of investment Total invesiment Investor
No. {million tala} Country
13 iMaiadesh Intemnational (Pvt. Ltd. Mosquito Col 4000 Malaysia
23, RAJUK Avenue. 4th fioor {20%) iocal
Motijeel C A, Dhaka (80%) Foreign
14 {S#pac Industnes Lid Garments Accessonies 1282 Malaysia
Hossain & Khan Centre {30%) Local
13. Dilusha CA. {70%} Foreign
Dhaka
15 jBargla Wire Bead Wire Ring Mig. 021 | India
7571, Laboraory Hoad () Locai
Rajanigandha Bhaban {100%) Foreign
Dhaka
16 }Vavid Textile {Pvi} Ltd. Speciglized Textile 534 Pakistan
A-22, Ramna Estate Comgpiex, Bara Moghbazar, 8] Local
Dhaka (100%;) Foreign
17 |Adecom international Lid. Low cost Shelter Mig, 10.00 UK
House-2, Road-13 ) Local
Unara, Dhaka {100%} Foreign
18 jinternational Textite Mills Lid. Integrated Textiie Mil 1796.00 Japan
Baali Hitts, Chittagong {13%} Locai
(87%) Foraign
19 {Korea Bangladesh Silk industries Lid. Silk Fabrics 6320 Koraa
featim Chamber {16.67%) Local .
95, Motijheel C/A, Dhaka (83.33%) Foreign
95 |Eight Tea Factories Tea Manufacturing 32731 UK
C/0. James Finlay PLC - Local
Finlay House, Agrabad (100%) Foreign
P.0. Box-118
Chitianong
21 |Hetel Deluxe (Pvi) Ltd. Hote!, Mote! & Restaurant 102.00 Gemary
51, Motheet C/A {25%) Local
Dhaka-1000 {15%) Foreign
20 |Refiance industrial & Trading Corporation Lid,  Shamp Culture & Processing, 160.50 Tawan
24-25, Dilkusha C.A, Canning and Presenvation of  1(25%) . Lecal
Dhaka fishes & other Sea Foods {75%) Foraign
23 iMalaysian Trade Cerdre Clinic Lxd. Diagnostic Clinic 700 Malaysia
House-11, Road-98 -} Local
Guishan, Dhaka {100%) Foreign
24 INorth South Composite Textiie Lig. Composite Textie ¥l 1934.61 Pakistan
358, North Goran, (30%) Locat
Dhaka (70% Foreign
- 55 Hnfobase Services (P) Ltd. Printing 7 Publishing 0.50 India
- 144, Motiiheel CA. ) Local
C Dhaka (100%) Foreign




Table J-1 {continued)

sl Name and Address of Project Ares of investment Total Investment Investor
o, {million taka) Country
26 {Dhaka-Seou! Textie industes L1d. Texie Weaving 10000 Korea
House-29. Hoad-13 {e0%} Local
Biock-0, Banan (80%} Foreign
Ohaka
27 |Abdulian Corporaion Texile Weaving 2.50 Japan
. 16.4, Mirpur, Dhaka Cant. {20%) Local
Dhaka {80%) Foresgn
28 |Contnenal Resors Bangladesh {Pvi) Lic. Hotel & Restausant 8.00 USA
224D, Maibagh, 2nd fioor (25%) Local
Dhaka (75%:} Foreign
29 {Kim's Metalix Products Lid. Mataiic Yams 550 Korea
876, Sequn Bagicha [20%) Local
15t fioor, Dhaka {80%) Foreign
30 |Gekden Knitting Company (BD) Lid. Knitted Woolen Products 4300 Malaysia
Roead No. 1, House No. 36 (307%) Local
Biock No. 1. Banani {70%) Foraign
Dhaka
31 {United Aqua Farms {BDj Lid. Fich Cultre & Processing  [10.00 USA, Ethiopia
Halishahar Housing Estate {} Loca
K-Biock, House-6 {100%; Foreign
Road-3, Lane-3
Chitiagong
~ 22 |Belkuchi Leather Processing industies Lid. Leather Goods 180.00 Korea
House-93, Aoad-13 (20%} Local
Block-D, Banani, Dhaka (80%} Fareign
43 [Banglatesh Kawa industrial Ce. Lid. Printing & Packaging 17.00 China
- 1118, Rupnagar (10%) Local
Shialan, Secton-2 {30%) Foreign
Total 2¢,795.21 o

Note: ail proposals are 65 percent or more foreign investment.
Sww:Bmghd%thaauetmvesnmmasnb&mdhCWNm,mw%ﬂ&.
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Appendix K
[ESC MATERIALS

Table K-1. IESC/Bangiadesh Assignment Log and Post-Project Review Ratings
tor Completions as of October 31, 1894

Exhibit K-1. IESC Case Studies
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Tabls K-1. IESC/Bangledesh Assignment Log and Post-Project Review Ratinga for comp!o_\ions as of October 31, 1994

~ Volunteer Executive Total |Cancellad| VE | Post Proj. | Client
. Client Industry Name : Date Date or té- | Ped. Eval. | 8-mos
# | LD, # | Company Typa Last |First Started | Finished | Days |Cunailed jpeat | VE | Clent Eval.

t1 19141 Graphles Ltd. Printing Quattrochi Patur t5-Sep90  15-Dec90 81 A na 4

2] A0D53 Skko Toxthes ABLE Study  No VE vistt required 04-Feb-94 00 na na a

3] 19005 Apex Tannery Lid. Loather Ebel Jasrg 18-Juk-91 24-Sep ¥ 80 4 3 3

4] 20550 AlBaraka Bank Banking Simmons Aloxander 27-Jun91  01-Sep8i 66 4 4 3

5l 21004 Uttara Bark Lid. Banking Emrich Edward 09-SepH  11-Nov-81 63 4 3 3

8| 20175 Rahman Chomicals Ltd. Chamicai Haack Robant 06-Jan-92  17-Mar-92 n 4 4 none

71 21682 Buriintons Ltd. Toxtie Vashon Clarance 13-Jan92  16-Mar92 63 4 4 3

8l 21082 !ICODRB Medical Robin Wyrin 13-Jan92  17-Feb82 35 2 2 3

g| 21095 ICDDRB Medical Guatalsot, Richard 20-Jan-92  19-Mar-92 59 4 4 Hone
10| 22075 Tho Benga! Glass Works Lid.  Glass Curtls Charles 18-May-92  22-Jun-82 35 3 2 i
11} 22146 Ind. Unlv. Bang, Edycation Johnson Early Ashby  31-May-92 28-Aug-92 59 4 4 none
12| 22147 Ind. Univ. Bang. Education HBowman Paul 28-Jun-92  01-Sep-92 65 4 4 3
13| 22305 Apex Foolware Leathor Ginsburg Carlaton 01-0ct-92  20-Dec-92 89 na 4 rone
14} 22149 ind, Unlv. Bang. Education Mahoney Charles 08-Oct-92 16-Nov-82 39 4 4 nona
15] 22563 Kumudinl Wellare Trust Sewice Vogel John 19-0ct-82 12-Jan-93 85 4 4 nohe
16| 22266 Wata Chomicals Chemical VE Cancelled on 19-jan-93 00 Cancelled 2 2 3
170 22870 B'deshWelding Etectrodes  Eng.Motal Casa Coyle 28-Feb-93  13-Apr83 44 na na na
18] A1630 Kumudin Handicratis Centre  H, Crafl ABLE Study  No VE vislt required 02-Apr-83 Hy na na na
18] 23442 North South Unbversity Education Thomas Jamas 28-Fab-93  28-May-93 ag 4 4 3
20f 23484 BASC Service Docasiio William §0-Mar-93  06-May-93 57 4 4 nong
21| 23665 BRAG-AARONG H. Craft Blank Seymaw 26-May-93  05-Aug-93 n 4 4 3
221 23924 Ind, Unly. Bang. Education Heckman Phitip 16-Jun-92  27-Jul-92 4 4 4 nene
23t 25029 Sk. Akjuddin Ltd, Tobarco VE Cancalled on 21-Jul-83 00 Canceiled na na na
24] 23030 Sk. Aldjuddin Lid. Machinesy VE Cancelled on 21-Jul-93 00 Cancelled na na na
251 23622 Kumdini Hospital Madicine Auirey Harold 27-Sep-93  07-Nov-33 4 4 3 nona
28] 23921 Plizer/Flanata Lyd. Pharmaceutical Hayas Oscar 22.5ap-83  06-Dec-93 75 4 4 nona
27| 23590 Kumudini Garments Toxtile Githaitson Goorge 27-0ct-93 22-Nov-33 31 VE died na na na
28] 24285 Utiara Garments Textilo Lalhelsar Jack 27-Sep93  05-Dec-93 69 3 3 3
29 23923 Renala/Pizer Lid. Pharmaceutical ~ Weaver Josaph 17-Jan-94 10-Fab- 94 24 Incomplate a 3 none
30| 24228 Apex Tannery Loather DaCastro William 10-Jan-94  17-Mar-94 86 1 4 4 nono
31} 24409 National Bank Lid. Banking Bauder Howard 24-Mar-94  17-May-94 54 3 na nene
32| 24573 Adv. Chemical Ind. Lid. Chemical Dudty John 08-Feb94  01-May-94 82 3 3 nang
33| 2503t Hanzwr industles Loather VE Cancelled on 11-May-94 Carcelied na na na
4] 25591 NosthSouth Undvershy Education Thomas Jamas 03-Mar-93  27-May-93 a5 1 na na na
35| 26644 Rahman Chamicals Chemical Haack Robent q0-Mar94  30-Apr-84 3N 1 3 3 3
a5] 25854 Northorn Distifleries Chamical Haak Robert 04-May-94  16-Muy-84 15 i 3 3 none
a7l 25869 Ind. Univ. Bang. Education Maynard Cyrl 02-Aug-94  13-Nov-84 103 na na na
a8] 25591 North South Linkversity Education Thomas James 13-0ct-94  07-Dec-94 55 1 na na na
391 26015 Advanced Chemkal industries Chemical Hayes Oscas 17-0ct-04  12-Doc-94 56 t na ma m
40| 25784 Benyal Glasy Glass Baker __Mitton Ongaing ?

34 VE assignments slarled &s of 12/31/94 + 4 cancelled + 2 ABLE projects = 40, 2007 ] 6 m 20 36
Mote: ©  PPH = Post Project Fisview, an evalvation form compisted by clien, VE, & Country Ovector bafors the VE's deparure. 8 ~ nos avalkable 10 evaluaiion team,
" ForPPR question 2; “Have You Achetved the Expected Resuls? 4= Ves;3~ Molly; 2= Partiaily; 1= No. nione = not acked for from cllant,
__For G-month pvatystion; ‘Pleare Rsts e Sucoass of the Project”: 4+ Quistanding: 3= Good: 2= Falr; 1 Poor, Only shodl 1in 3 dlients ls sskod 1p compiets 8 G-morth evalution.
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Exhibit K-1. IESC Case Studies




Product
Market

IESC
Volunteer

Dates in
Country

Production

Employces

Women
Employees

Saies

Gross Profits

IESC
Involvement

Ecoromic
Impact

AL BARAKA BANK, LTD.
Banking
Domestic 100% (Europe and USA)

Mr. Alexander Simmons

June 27, 1991 - September 1, 1991

Before : NA
After NA
Before : NA
After NA
% Change : NA
NA

Before : NA
After : NA
Na

The VE provided a comprehensive antomated system of record and
bookkeeping, modeled on computerized systems used in U.S. banks.
The plan was complex, and included terms and systems (e.g. SWIFT)
Lot relevant 1o Al Baraka bank’s needs or budget. The plan was
comprehensive, but difficult to understand and implement. It appears
that alternatives were not presented. Al Baraka Bank was unable to
implement the plan.

Some Al Baraka Bank senior managers were introduced to the
concepts, terms, capabilities, and complexities of automated banking
systems. There was no measurable economic impact.

NOTE: NA = not made available to evaluation team.



Product
Market

IESC
Volunteer

Dates in
Country

Production

Emplovees

Women
Employees

Sales

Gross Profits

IESC

Involvement

f.valuator’s
Observations

APEX FOOTWEAR LTD.
Leather Shoes
100% Export (Japan)

Mr. Carleton Ginsburg

October i—December 29, 1992

Befzic . 320 pairs per day (net of 20% rejections)
After : 1,000 pairs per day

% Change : 213% increase -

Before 1 300

After ;300

% Change : No aet change (restructured)

280

Refore : Tk 4.1 million in 1991
Afier : Tk 68.1 million in 1992

Before : (Ti8.8 million)loss in 1991Z
Afier : Tk 71,000 in 1992

Apex Footwear Ltd. is an expansion of Apex Tannery, owned by one -

of Bangladesh’s respected businessmen. The firm had good quality raw
materials, a plant equipped with German machines rated at 1000 pairs -
per day, and a contract from 2 Japanese buyer. The nlant was operating

at only 400 pairs per day even after advice from the German equipment o

manufacturer and the Japanese buyer. The rejection rate was 20-25
percent. _

C. Ginsburg was able to restructure the workflow and motivate:
workers and managers to achieve production targets. This included
phasing out nonperformers and rewarding star performers, and
overseeing quality controi at each step. The increase in production was
achieved in about 90 days. Higber production levels would be possible
except for delays in clearing supplies through customs. -

The dramatic success of the Ginsburg assignment can be attﬁbuied to a -;. o
combination of factors. Apex’s physical plant and machinery were in
good shape. Apex has good raw materials. Apex had export sales _




Subsequent -
Economiic
Impact

Liberalization
of Trade
Restrictions

K-7

orders. Ginsburg was the right man for this type of situation, and Apex
cooperated fully, wasting no time in implementing Ginsburg’s
suggestions. Technical knowledge about production or factory
management was the key missing ingredient, and Ginsburg was abie to0
supply or “transfer” that technology. The lesson is that similar quick
successes from consulting assignments wili be possible if the key
missing ingredient is really technological or management expertise,
while other ingredients are already present. That makes the situatioz
especially ripe for calling in 0 stside expertise. It will still be necessary
to identify the type of missing tecirology, and locate the right experts
to implement the transfer of technology.

Most situations will not be as “ripe" for consultants as with the
Apex Taanery case. This does not mean the consvlting services are not
required—only that they will not lead to instant improvements in
operating resuits similar those achieved in the Apex case.

As a result of the successful operation of Apex Footwear Ltd., the
Apex group went on to increase its sales and then to successfully issue
debentures in the Bangladesh capital markets. The proceeds were used
to pay off long term debt to BSR and to finance increasing working
capital needs. Then in 1994, in response to a reduction of import duties
on finished Ieather (from 60% to 10%) Apex initiated 2 $3.0 million
expansion program that will raise production from 1000 to 1500 pairs
per day, and increase employment from 300 to 700 persons. About
95% of the increased workforce will be women, earning entry level
wages of Tk 1500 per day. The new factory will alsc increase the local
content of the shoes from 49% to 70%. By 1996 sales are expected to
reach to $10.0 million, double the current levels.

This expansion is due in part to the successful IESC assignment and in
part to liberalization of trade regulations. The impact will benefit more
than just Apex’s employess, including 380 new women employees (650
women employees total). It will alsc benefit smalier and medium-sized
tanneries, catile slaughtering, and cattle raising enterprises throughout
Bangladesh. First round net annual benefits (value added) to
Bangladesh from the investment and operation of the new $3.0 million
will be approximately $3.5 million annually (80% of $5.0 million
increase in sales). Over the next the 12 years the annual benefits will
result in: a total net present vaiue of about $10.2 miliion (15% discouni
rate). Allowing for a multiplier effect of 2.0, the $3.5 of additional
spending from the APEX expansion will produce approximately $ 7.0
million of additional total annual spending econemy wide.




BURLINGTONS, LTD.

Product . Woven and Knitted Garments (Cotton & Polyester)
Market . Export 100% (Europe and USA)
1ESC - Ms. Clare Vashon
Volueteer
Dates in . January 13-March 16, 1992
Country
Production - Main item Men’s shirts + other items
Before . 6,000 dozens per mo. men’s shirts in 1992
After - 10,000 dozens per mo. men’s shirts in 1994
Employees :  Before 1 346 in 1992
After ;650 in 1994

Change : 88 % increase

Women : 520
Empioyees
Avg. Month © Tk 1540 ($38) per month
Wage
Sales .- Before : $2.0 million in 1992
After : $4.0 million in 1994
Gross Profits . NA
IESC . Burlingtons® first year of operation, 1992, was profitable, but also
invoivement marked by production and quality control problems. The company had

good equipment and interested buyers, but a relatively inexperienced
workforce, including managers. The EV worked directly with the piant
engineer/general manager on procedures for improving workfiow,
materials handling, and inspection. By implementing the EV’s
recommendations, the plant’s productivity increased, and quality control
improved. More importantly, Burlingtons’ quality control improvement
enabled it to win mere orders from buyers. This encouraged the owners
to invest an additional $500,000 in new preduction equipment and lines:
and to hire 300 new employees, including 240 scamstresses.

Economic

"

The EV’s immediate impact was an increase in productivity. This led to

Impact additional impacts in terms of aew investment, employment, and
income. Only about 25% of the final export value of garments
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represents value added in Bangladesh. The $2.0 million increase in
Burlingtons’s export sales represents about $500,000 in additional
income annually to the economy of Bangladesh, of which some
$300,000 (60%) represents wages to workers who were probably not
earning an ecopornic wage previously. Only about 10% of the one time
investment in equipment of $500,000 was spent in Rangladesh,
resulting in an addition to pational income of about $50,000 in 1993,

NOTE: NA = not made available to evaluation team.
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INTERNATIONAL CENTER FOR DIARRHEA
DISEASE RESEARCH BANGLADESH (ICDDRB)

Product Health Care, Medicine, Medical Researck
Market Mainly domestic, but research has global impact
1ESC Mr. Wynn Robin and Mr. Richard Gustafson
Volunteer
Dates in January 13-March 19, 1952
Countiry
Production Annual budget approximately $10 million.
Emplovees 1992 : 1350
1994 ;1500
% Change : 11 % increase
Women 220
Employees
Gress Profits Nonprofit
IESC ICDDRE is a world famous cholera and diarrheal disease research
Inveolvement center that was instrumental in developing Oral Rebydration Therapy.

The Center was interested in modernizing its inventory control and
maintenance systems, and in restructuring its staff, many of whom were
nearing retirement. Two VEs worked at ICDDRB in 1993. Robin
Wynn, who stayed for only one month, made recommendations
regarding inventory controls. He was not able to computerize the
inventory system, but his procedural recommendations were adopted
and the director says they have helped. The second VE was able to
help ICDDRB develop a rational system for combining in-house
maintenance capabilities with locaily contracted services, which are
now more readily available than when ICDDKB was established. The
two assignments were part of an ICDDRB program to reduce operating
costs. ICDDRB’s director estimates that the center’s operating costs
have been reduced by about $130,000 per year since 1992, and that
some $32,000 of this represents cost savings from the restructured
motor vehicle workshop and maintenance department. The EV’s
recommendations for 2 maintenance plan helped ICDDRB make the
most economical use of the center’s own vehicle maintenance facilities
in combination with outside maintenance services.
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The economic impact to Bangladesh of these changes in ICDDRB's
operations is an efficiency gain of approximately $32,600 per year. The
reduction in some staff at ICDDRB was not an absolute loss of
employment for the economy. First, ICDDRB has hired staff in other
areas, and they has also created employment by contracting for services
previously provided by its own staff. The gain to the economy
represents a savings of resources whose financiai cost is $32,000. These
savings allow ICDDRB 10 provide its health care services and conduct
its research at a lower cost to the economy of Bangladesh. The
financial cost can be used as an approximation of the economic
benefits.
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Product
Market

IESC
Volanteer

Dates in
Country

Enroliment

Employees

Women
Emplovees

Budget

Gross Profits

IESC
involvement

Economic
impact

INDEPENDENT UNIVERSITY OF BANGLADESH, LTD.

Education
Domestic 160%

Cyril Maynard

March 31. 1994 November 7, 1994

1993: 6 students at inauguration in Feb. 1993
1994: 91 in October 1994
Women: 41 or almost 45% (Ratio at Dhaka U. is 30% women)

1994: 71 including faculty

9

Tk 22.4 million ($560,000) in 1993
Tk 32.0 million ($800,000) in 1594

ponprofit

The Independent University of Bangladesh is a newly created private
university, charging tuition of about $2,000 per year 1o students. The
IESC EV is a retired registrar, and is helping the [UB to organize and
computerize IUB’s student records. TUB has invested about $15,000 in
a 486 computer and printer and has hired an assistant registrar to work -
with the EV and learn the computer systems. When the EV departs the
gssistant registrar will become the registrar. A computer science
professor alsc works with the EV in designing the records programs.
The TUB will be able to produce student grade reports in house for the
first time at the end of the fall semester, 1994. Previously, reports had
been prepared and then sent out for printing to a contractor.

One measure of the immediate or direct economic impact of the EV’s
work is the creation of an effective full time registrar in IUB, a job that
will pay approximately Tk 40,000 per month, pius the savings on use
of outside computer services, approximately Tk 2000 per month, or
$12,600 per year. In a broader sense, however, the success of this new
private university offers students and their families an alternative to
attending the free state-owned universities that are frequently closed by
strikes and marred by violence, or attending foreign universities where
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tuition alene runs anywhere from $4,000 per student a year {India) to
$20.000 (USA or UK). The rapid growth in enroliment suggests that
demand for private educational services is strong, especially for female
students. A successful university will also generate other economic
benefits in the form of jobs for teachers. research, and community
educational services. The creation of an effective, reliable registrar's
office will play a small part in realizing those larger benefits.
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Product
Market
IESC VE

Dates in
Country

+ ABLE
Preject

Production

Employees

Vomen
Empioyees

Sales

Gross Profits

IESC
Involvement

KUMUDINI WELFARE TRUST , LTD.
Commercial & Philantbropic Activities
Domestic and Export
John Vogel

October 19, 1992-January 12, 1993

Apri 2, 1993

Various

Before . 1,500 full time + 16,000 self employed (crafis)
After . 2,000 full time + 20,000 self employed (crafis)

% Change : 25 % increase

700 full time+ 17,000 seif employed (crafts)

1992 : $ 2.2 million in 1992
1994 : $ not divulged

nonprofit

Kumudini Welfare Trust is 2 large, woman-owned enterprise engaged
in a combination of commercial (jute, transport, garments) and
phitanthropic enterprises (health care, teaching, women’s handicraft).
Profits from the commercial enterprises were used to support the
charitable activities. By 1992, income from traditional commercial
enterprises, mainly jute, had diminished to the point that the trust’s
financial condition was weakening. Ms. Joya Pati, the Chief Executive
Officer of the Trust, wanted to maintain the Trust’s committments to its
philanthropic enterprises. She asked the IESC VE for a iinancial
analysis and recommendations that would enable the Trust to continue
its commitments without decapitalizing itself. Ms. Pati states that Mr.
Vogel gave the Trust’s managers exactly what they needed in the way
of financial information and an improved financial information system.
She also credits the VE with giving the Trust’s managing board a plan
to turn things around and the encouragement to take the needed
decisions. In addition to recommendations for improving accounting
and management information, the VE also made several operating
recommendations that Trust implemented, including diversification intc
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new commercial ventures (RMG). and the introduction of user fees for
health services. The Trust has recently started to offer contractual
health maintenance plans o private employers (a VE suggestion). Ms.
Pati said the ABLE project list of handicraft importers were mostly
known to Kumudini 2lready, and the report did not directly lead to new
sales. The study did teach managers some key facts about marketing
and pricing. The Trust has gone on to promote and expand its
handicraft exports and has produced its first catalog with the assistance
of Aid to Artisans and PACT. Some of these contacts were developed
with the assistance of the VE’s spouse, who helped with handicaft and
handwoven fabric design as welt as with teaching the trust sca00ls.
The trust is eager for the VE and spouse to retur for a second
assignment in December, 1994.

Economic . The evaluator was unable to obtain financial statement information on

¥mpact the trust. but it seems apparent that the trust was on the verge of
contracting rather than expanding when the VE services were sought.
To some degree the expansion in empioyment since 1992 would not
have occurred without successful implementation of the VE's
recommentations. As a result, rather than contracting, the Trust was
able to add 500 ew full time jobs, filling 175 of them with women.
Some 4,000 new persons have been added to the T rust’s system of self-
employed craftsmen. The majority of these, some 3,400, are village
women for whom handicraft sales to Kumudini is their first, and
sometimes only, opportunity for generating cash income. To arrive at
an economic impact estimate, the fuil-time jobs represent an mncome of
Tk 1500 ($38) per month, close 1o mjnimum market wage in
Bangladesh. Net payments for labor to the self-employed workers are
estimated at an average of Tk 300 per month. Based on these two
conservative assumptions, Kumudini’s increased employment since
1992 results in net additional payments to labor of about $585,000 per
year. The value added to the economy iv probably somewhat higher
because many of the crafts incorporate local materials and are sold at a
price that also yields a retumn to the trust. For lack of any further data,
however, this analysis will base the economic impact on payments t0
labor only, and the economic impact associated with the VE’s
assistance can reasonably be said to approximate $585,000 per vear.
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Product
Market

IESC
VYolunteer

Dates in
Country

Enrollment

Employees

‘Women
employees

Budget
Gross Profits

IESC
Involvement

 Economic
Impact

NORTE SOUTH UNIVERSITY , LTD.
Education
Domestic 120%

Mr. James Thomas
October 13, 1993-February 24, 1994

160 students in spring, 1993; first opened
491 students in October, 1994

1994 51

15

NA
nonprofit

The North South University (NSU) is one of two newly created private
universities that are offering 4-yr. degree programs. They are the first
alternatives to the low-cost state-Tun universities that are failing to
provide guality education. NSU opened in 1993 admitting 160 students
who had passed a qualifying exam (50% pass rate). NSU uses
Bangladeshi professors on leave from U.S. colleges to staff its visiting
faculty. Tuition and fees run about $2,000 per year. The IESCEV isa
retired registrar, and is helping the NSU to organize and computerize
its student records and to produce a course-offering bulletin and class
schedules. NSU has invested about $15,000 in 2 computer and printer
for the registrars office and has hired an assistant registrar to work with
the EV. When the EV departs the assistant registrar will become the
registrar. _

One measure of the immediate or direct economic impact of the EV’s
work is the creation of an effective full time registrar in NSU, a job
that will pay approximately Tk 50,000 per month or $15,000 per year.
In 2 wider context, however, the success of NSU opens up the
possibility of far larger economic benefits, including savings of foreign.
exchange by students who would otherwise go abroad for their
university education. An estimated 200,000 Bangladeshi study abroad
each year at costs ranging from $4,000 per student a year (India) to
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$20,000 (USA or UK). The rapid growth in NSU’s enroliment suggests
that demand for its educational services Is strong. A successful
university will also generate other economic benefits in the form of
jobs for teachers, research and community educational services. The
creation of an effective reliable registrar’s office will play a small part
toward in those larger benefits.

NOTE: NA = not made available to evaluation team.




K-18

Product
Market

IESC
Volunteer

Dates in
Country

Production

Employees

Women
employees

Product
Value

Gross Sales

1ESC
Involvement

RAHMAN CHEMICALS , LTD.
Glucose Syrup, Dextrose Monohydrate, Anhydrous Dextrose, Starch
Domestic 100%
Mr. Robert W. Haack
Jaouary 6, 1992-March 17, 1992
March 30, 1994-April 30, 1994
1992: 6.6 MT in 1992

1964 8.4 MT in 1994
Increase: 27%

1992: 175

1994 250

% Change: 42 % increase

0

1992 $ 1.7 million

1994 $ 2.1 million
Increase: 23% Increase

1992 $1.73 million in 1992
1994 . NA

Rahman chemicals has been in operation for over a decade, but has
never achieved its rated production targets because of errors in the
original enginecring and design of the plant. The VE was asked to
recommend ways to increase output under a variety of investment
constraint scenarios, because the owners are in arrears on their existing
loans to Bangladesh development finance institutions. During his 1992
visit the VE provided cost estimates for the additional balancing
equipment needed, and during his 1993 visit he stopped in Pakistan on
his way to Bangladesh to appraise some used equipment that Rahman
Chemicals was interested in buying. The company has only been able -
to make marginal improvements in adding new equipment, principally a
new boiler. The VE’s more expensive recommendations have not been
implemented due to lack of capital and the owners’ weak credit record. -
Implementation of less costly recommendations has resulted in a 27%
increase in annual output equivalent to about $400,000 of annual
product saies. Rahman Chemicals has hired 75 additiona} personnel.
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The VE was able to measure improvernents since first visit in 1992
during his second visit in 1994

Rahman Chemicals uses imported cassava oot as well as sweet potato
and white potato grown in Bangladesh for its raw materials. The
production process in capital intensive vaiue added content of $400.,000
of final product is less than 30%. Estimated economic impact increased
production is $3120,000 per year including additional purchases of raw
material in the Bangladesh economy.

NOTE: NA = not made available 10 evaluation team.
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Product
Market

IESC
Volu_nteer

. Pates in

Country
Production

Employees

Women
employees

Sales

Gross Profits

IESC
Involvement

Economic
impact

' % Change: 16%

RENATA, LTD.
Pharmaceuticals
Domestic 100% (Europe and USA)

Mr. Oscar Hayes

September 20-December 7, 1992

multiple products

Total Sales Force-Only .
1992: 507 g7
1994: 587 153
75% increase

10

1992: $7.7 million in 1593

1994: $8.0 million in 1st 3 Quarters of 1994
NA

The VE provided assistance to-Renata regarding marketing and sales. .

The owners of Renata purchased the operations of Pfizer Laboratories, . §

who had decided to liquidate their operations in Bangladesh. The

quality of product was good, but Renata would no longer be able to use
the brend name Pfizer. Renata was growing at low rates (5%/yr)and %

was rapidly losing market share to more aggressive firms. Renata
decided it needed to launch a 70% expansion in the sales force from 76
ficld representatives and 11 line managers to 130 field reps and 23 line
managers. The increase required an upgrade in training programs and
personnel development programs and a better market information '
system. Pfizer was uawilling to help. The IESC/VE made significant
improvement in all three key areas despite the untimely death of '
Renata’s Personnel Manager. As of end of September, Renata’s sales in

1994 were 38% ahead of year to date sales for 1992,

The VE’s work was directly related to training 66 new field staff and
first line managers. The new sales force has been successful in
increasing sales by what appears to be $3.0 million per year. Lacking
further information on the cost of the sales, however, the estimate of
the economic impact related to the VE’s input will be limited to the

o
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base salaries of the new field representatives, approximately $530,000
per year (excluding commissions), plus $24,000 per ycar that Renata
now spends regularly on market research surveys in accordance with
the VE’s recommendation. Total direct economic impact associated
with the VE’s efforts is $554,000 per year.

.NOTE: NA = pot made available to evaluation team.

)
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Product
Market

IESC
Volunteer

Dates in
Country

Production

Emp.oyees

Women
Employees

Saies

Gross Profits

IESC
Involvement

Economic
Impact

UTTARA BANK , LTD.
Banking
Domestic 100% (Europe and USA)

Mr. Edward Emrich

September 9, 1991—November 11, 1991

Before : NA
After . NA
Before 1 NA
After : NA
% Change : NA
NA

Before : NA
After : NA
NA

The VE provided recommendations on the development of a computer
department, including identification aud budget estimates for computer
hardware and software that Uttara bank could use to computerize its
banking operations. The VE assisted the bank in obtaining quotes for
both hardware and software, including quotes from regional vendors
(India). A formal proposal was prepared for presentation to the bank’s
board of directors. They did not vote to accept the vendors offrr. No
action was taken.

No measurabie economic impact.

NOTE: NA = not made available to evaluation team.
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UTTARAN GARMENTS, LTD.

Ready made Garments (Shirts, Trousers, Jackets, Shorts)
100% Export (Europe, USA)

Mr. Jack Leitheiser
September 27-December 5, 1992

multipte products

Before - 900 in 1992, Jan.
After : NA
% ¢"hange : NA

720

Before :  $ 4.4 million in 1992
After : $ 4.4 million in 1992

$ 440,000
$ 484000
10% increase

Uttaran Garments, Lid. was staried in 1984. By 1992, the company had
3 subsidiary plants. From 1990 to 1992 sales almost doubied from $2.4
to $4.4 million, but the increase in volume was also accompanied by a
fall in production rates and quality control. Management was also
interested in diversifying into higher fashion items. The EV worked
with management to clarify job descriptions and responsibilities of
production managers and to change procedures that were reducing
output. The EV also demonstrated to management that some of the
“higher fashion" items took too much time to produce, cost more, and
were not as profitable 2 use of sewers’ skills as items they already
knew. Uttaran made no additional investrments or additions to
employment as a resuit of the EVs recommendations.

T..e EV and Uttaran management estimate that implementation of the
TV’s recommended procedures resulted in & 10% increase in profits
from the existing level of operations. The equivaleat of about $44.000
in additional value added cach year, the same figure could be used as
an estimate of the annual impact on national income for Bangladesh.

NOTE: NA = not made available to evaluation team.
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Table L-1. Performance of BASC Under MIDAS

Tanget Actsevement Completed during 2 years under MIDAS

BASC registration as an independent organizaton Legal documenis submitted to Ministry of Carmerce in July 1833
Ministry of Commerce approval in Sep. 1983 and BASC incorporated
in Oct. 1983

BASC Beard of Direciors appomted List of 15 Promoters finalized in May 1992. 13 member Board

. appoiniad with 4 ex-oficio positions {vacant} m Oct. 1983

Personne! Policy Manual and Accounts Manual draited Personnet Policy Manuat and Accounts Marwual approved by Steering
Committee in May 1833

Project Director hired by MIDAS Scheduled compietion by end Feb. 1992 but delayed uniil Apat 1983

Professionals and support staft hired by MIDAS 4 professionals depated from MIDAS and 3 hred (2 vacant). Out of
18 support staff, 13 hired

' Separate Office with equipment instalied Completed

Program elements péol-tested 15 training programs, 4 workstops, 1 caialog exhibition plictlested

Crrer 700 managers, supenvisors and v Mrepranzurs participated in 330 managers, Supervisors, entrepreneurs, cooperators and

training, seminars, workshops and ¢ sulbenaes NGO/GO staff participated in fraining, seminars, workshops,

-,

Souree: Cooperative Agreement # 7. -/4X066-A-00-6063.00, Amendment # 5, BASC Quarterly Progress Reports, Annual and Hall-Yearly
Business Plans.
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Product
Market
When Service

was provided

Production

Employees

‘Women
Employees
Sales

Gross Profit
Type of

BASC

Impact

KAY & QUE (BANGLADESH), LTD.

Carbon rod for battery UM-1. sales price Tk 0.34/pc (trial
production of UM-3)

Domestic 100%
{first export to West Africa, 15.4 million pcs.

December 1993

Before : 84.7 million pes in 1993
After : 110 million pcs in 1994

Before : 180 persons in 1993
After : 163 persons in 1994
(average wage Tk 1500-1600/month)

None

Before : 56.7 miilion pcs in 1993
After : 8.6 million pcs in 1994

1993 - Loss, approx. Tk 3.6 million
1994 - QOperating at break even

Training in productivity and quality control services 13 staff
including managers, chemists, engineers, accouniant, administrative
officer, and store assistant. Thus the various working departments
of the factory included production, maintenance, quality control,
and administration.

Factory management and staff have been exposed to modern
methods of productivity and quality control. They have been
motivated and are able to calculate labor productivity, material
productivity, etc. The trainees are more conscious about wastage,
looking for more opportunities for cost reduction, and are able to
evaluate their own performance. The company may request BASC
to organize similar training for their production workers and
foremen.

The changes in production, employment, sales, and gross
profit shown above were the resuit of 5 years’ trial and error o
improve product quality. The BASC training had an incremental
effect on these changes.
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Product
Market

Whez Service
was provided

Production

Empioyees

Women
Employees

Saies

Gross Profit

Type of
BASC

Impact

LABONI DAIRY FARM
Fresh cow's milk. sale price Tk 18/liter
Domestic 100%

August 21, 1994 to August 24, 1994

Before : About 40 liters/day from 13 heads
After : 90 to 100 liters/day from 22 heads

Before : 5 persons
After : 8 persons
(average wage Tk 1.500/month)

None

Before : 40 liters/day
After : 90 to 100 litersiday

Break even cperation

Training on Financial Management for the owner services of the
company

The BASC training has been useful in exposing the owner to tools
of financial management. The dairy farm is now operating at a loss
because of competition from imported milk. The changes in
production, employment, and sales shown above were the result of
an increase in the pumber of cows. The benefit of the training may
be realized in the future. -




Product

When Service
was provided
Market

Production
Employees

Women
Employees

Sales Value

Gross Profit

Type of
BASC

Impact

MODERN ERECTION

Boilers. water softeners. heaterless steam iron, vacuuming table.
thread sucking machine, industrial fabrication.

August 21 to 24, 1994

Domestic 10(%

Before : Worth Tk 13.5 million in 1993
After : Worth Tk 18.9 million in 1994

Before : 80 persons
After : 100 persons

None

Before : Tk 13.5 millicn in 1993
After : Tk 18.9 million in 1994

Tk 0.45 million/month

Training in financial management for the owner of the company.

The BASC training has been useful in exposing the owner o tools
of financial management. The trainee has plans to introduce store
inventory roanagement and budgeting in July 1955. The changes in
production, employment, and sales shown above were not related to
the BASC training. The benefit of the training may be realized in
the future.




